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HE year just passed has been one of the most critical in 

the history of American banking. The volume of bank 

failures and the general distress that this has caused in 

many communities have aroused a widespread search for 

some solution of our banking problems. Some say that 
the answer is better bank management; others that the extension 
of branch banking will be our salvation. Legislators are demand- 
ing the separation of banks from their security affiliates and even 
some form of guaranty of bank deposits. One definite proposal 
that has commanded widespread interest and respect is the recent 
proposal of THomas W. Lamonr that all the commercial banks 
of the country, large as well as small, be brought under the single 
aegis of the Federal Reserve System. Two articles commenting 
on Mr. Lamont’s suggestion are presented in this issue. One 
entitled “Unification of Commercial Banking” will be found on 
page 7 and is contributed by Epmunp D. Parr, vice-president 
of the Marine Midland Group, Incorporated. The other, entitled 
“Two Banking Changes” is by J. F. Sartori, president of the 
Security-First National Bank of Los Angeles and will be found 
on page 10. 


“Tr 1s sometimes assumed that a danger once safely passed need 
be feared no longer. For that reason there is perhaps a tendency 
to belittle the strength of the inflationist groups at this time.” 
Thus writes E. C. Harwoop in an article entitled “The Disaster 
of a Planned Inflation” which begins on page 18. Prof. Harwood 
sounds a note of warning as to what may be expected if some of 
the inflationist schemes now being proposed should actually be 
adopted. “Those who advocate,” he writes, “even the least degree 
of planned inflation are attempting to set in motion forces which 
will bring utter ruin, not only to their puny schemes, but to our 
whole economic fabric. Words are too weak to express adequate 
condemnation of those who, like children with a complicated toy, 
are willing to destroy that which they do not understand.” 


WHAT HAPPENS to 1000 small borrowers in the average bank’s 
note case? How many will meet their payments promptly and 


[Continued on page xIv]} 
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without any collection effort? How many through no fault of 
their own will be overtaken with illness, unemployment or other 
misfortune which will make it impossible for them to meet their 
payments on schedule time? How many through improvidence 
and loose financial habits will require special treatment? How 
many will prove to be dishonest and will not ever pay, resulting 
in actual loss? The definite answers to these questions will be 
found in an article in this issue by Howarp Wricut HaAIneEs, 
entitled “The Financial Status of Small Borrowers.” This is one 
of a series of articles by Mr. Haines on small loans during the 
depression period. 


“Ir wE learn from experience we must have learned a great 
deal since the peak of the real estate boom,” says Rosert Lovts 
HocuvEt, vice-president of the Emigrant Industrial Savings Bank, 
New York, in an article entitled “What the Depression Has 
Taught Us About Real Estate Loans.” Mr. Hoguet urges the 
need of co-operation among lending institutions in the shaping 
of proper policies in the production of rentable real estate. 


“Production must be regulated,” he says, “so as to keep the 
market from becoming glutted. We must endeavor to stabilize 
the value of real estate by regulating the supply, financing new 
building only where and when new building will be taken up, and 
abstaining from doing so where and when there is already a 
sufficient supply.” 


WHaArtT DOES THE bank examiner want to know about the trust 
department? How should the directors make their periodic exam- 
ination of their bank’s trust department? ‘These questions are 
discussed in this issue on page 35 by AuBREy B. Carter, national 
bank examiner in charge of trust department supervision, in an 
article entitled “Supervising the Trust Department.” ‘Corporate 
fiduciaries,” he writes, “have an important duty to perform. 
Upon them rests the responsibility for the proper investment 
and reinvestment of many millions of funds. They are the 
guardians and conservators of wealth. To the extent to which 
they help conserve and administer the stored up energy of men’s 
efforts to that extent will they be serving society.” 
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NO. 1 


Editorial Comment 
PROSPECTS FOR THE NEW YEAR 


HEN the year 1931 closed the 

\X / hope was expressed in these 
pages that its successor would 

see an improvement in the general con- 
dition of the country. This hope has not 
been fulfilled. For a considerable part 
of the past twelve months things have 
been going from bad to worse. In the 
last quarter of 1932 there were, how- 
ever, some signs of improvement, but as 
the year went out these signs were grow- 
ing fainter. Possibly the spring months 


may witness a substantial beginning of 
recovery. There 
situation to 
improvement. 

a slight declin 


is little in the present 
~varrant the hope of earl 2r 
Although there has been 

in unemployment, the 
number still out of work is so large as to 
put a severe tax on public and private 
efforts to prevent acute and widespread 
distress. Heroic measures are being em- 
ployed to afford relief, and to these at- 
tempts our people are making a generous 
response. 

Perhaps the most solid ground on 
which to hope for a fairly early better- 
ment in the situation lies in an appeal to 
the history of previous depressions. Un- 
less this country has entered on a down- 
ward course that is to be permanent, or 
at least that is to last indefinitely, some- 
thing that few would admit, there must 
soon be a turn for the better. This has 
been universally true in the past. Is 
there any good reason that it will not be 
so now? There may be. And this be- 
cause the present depression is so severe 
and so universal. But surely the prin- 
ciple which finally has operated in the 
past to bring about recovery still exists, 
though its emergence may require longer 
time than heretofore. In physics this 
principle would be called that of action 
and reaction, equal to each other, though 


in an opposite direction. Despite all ap- 
pearances to the contrary, some forces 
must be at work destined in the long run 
to pull the economic machine from off 
its dead center. The fall in prices may 
prove sufficient to stimulate buying, es- 
pecially if a belief prevails that prices 
will rise. The curtailment of production 
may so diminish stocks of certain com- 
modities that replenishment will become 
a necessity. 

W -ak banks must have been largely 
weeded out by this time. The country 
remains impregnably on the gold stand- 
ard. American morale, under its greatest 
trial, has not broken down. Our re- 
sources and productive equipment are 
not impaired. Confidence in govern- 
ment, except with minor instances re- 
garding municipalities, persists. States- 
men, industrialists, financiers and econ- 
omists are studying and planning to aid 
in the restorative work. All these fac- 
tors can hardly fail in having beneficial 
results. Whether they will be revealed 
to the extent all of us would like in the 
year on which we have now entered, 
who can tell? 

If, as declared by high authority, that 
which hath been will be again, we may 
conclude that the beclouded sun of pros- 
perity will illumine the world once more. 


ANNUAL REPORT OF THE COMP- 
TROLLER OF THE CURRENCY 


HIS interesting document is re- 
markable among reports for recent 
years in failing to make extended 
recommendations for improving our 
banking structure. But while definite 
proposals of this character are few, much 
may be found by reading between the 
lines. Thus reference is made to the 


1 
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Act of March 14, 1900, reducing the 
minimum capital of national banks from 
$50,000 to $25,000, as facilitating “the 
organization of thousands of small banks 
in small towns.” For years THE BANKERS 
MaGaAZINE has urged that the minimum 
capital of the banks should be raised to 
$100,000, and that some ratio should be 
established between capital and _liabili- 
ties to the public. Again, the Acting 
Comptroller says: “Moreover, we should 
not lose sight of the effect of the com- 
petition in laxity existing in the Amer- 
ican banking system, consisting of forty- 
eight state systems, in competition with 
one national system and with little or 
no correlation.” 

The major influence that has had such 
disastrous effect upon our banks is thus 
stated: 


“The decline in business activity which 
started in 1929 was characterized in 
agricultural areas by a sharp decline in 
farm income and in urban areas by con- 
traction in industry, trade and employ- 
ment, a stagnant market for real estate 
and a general decline in security values. 
All of these factors had unfavorable ef- 
fects on the position of banks and there 
were many bank suspensions.” 


This places responsibility for the ab- 
normal rate of bank suspensions where 
it properly belongs—upon general busi- 
ness conditions, and not upon any sud- 
den deterioriation in the quality of bank 
management or the laxity of the laws 
relating to the conduct’ of banking, 
though both laws and management are 
in need of great improvement. 

On one matter the Acting Comptroller 
makes a specific recommendation. In re- 
ferring to the law permitting an increase 
in national bank circulation he says: 


“Issues of new national bank notes 
under the bill during the first three 
months have aggregated $125,000,000. 
These issues have not increased the total 
amount of currency outstanding, but 
have been more than offset by retire- 
ment during the same period of Federal 
Reserve notes. This illustrates the elas- 
tic character of our Federal Reserve cur- 
rency, which expands when there is a 


demand for more currency and con- 
tracts when the demand diminishes for 
any reason, including the issuance of 
currency by another agency like the na- 
tional banks. The principal effect of the 
measure on the currency to date, there- 
fore, has been to substitute inelastic na- 
tional bank currency for about $125, 
000,000 of elastic Federal Reserve cur: 
rency. 

“When the new national bank notes 
are retired in 1935, as they must be un- 
der the law, their place will once more 
be taken by Federal Reserve notes, and 
the elasticity of the Federal Reserve 
System is such that this retirement need 
have no adverse effects on general credit 
conditions. I recommend that no ex- 
tension of this privilege be given.” 


The record of bank failures-in the 
country in recent years is depressing, as 
the following from the report witnesses: 


“During the past twelve years 10,484 
banks, with deposit liabilities of $4,882,- 
481,000, have failed in this country. Of 
this number 1571 were national banks, 
with deposits of $1,143,857,000, and 
8913 were banks other than national, 
with deposits of $3,738,624,000.” 


But there is considerable comfort to 
be found in this further statement: 


“The easing of the strain on the banks 
of the United States during the past 
eight months has been reflected in an 
abatement in the number of bank sus- 
pensions. Failures of all banks in this 
country during the current report year 
dropped from 358 in December to 342 
in January, 121 in February, 48 in 
March, 74 in April, 82 in May, 151 in 
June, 132 in July, 85 in August, 67 in 
September and 97 in October.” 


THE INTER-GOVERNMENTAL 
DEBTS 


UCH discussion has taken place 
recently in relation to the inter- 
governmental debts. So far as 


this discussion deals with the fundamen- 
tals of the problem and is carried on 
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without bitterness it is to be welcomed 
as tending to clarify an exceedingly con- 
fused situation. 

Quite naturally the debtor nations 
point out to this country that since set- 
tlement was made with the Debt Fund- 
ing Commission conditions have altered 
to an extent that makes payment more 
difficult. The long-continued depression, 
the fall in the general price level and 
budget difficulties in the debtor coun- 
tries represent some of these changes. 
As to the validity of these contentions 
no dispute arises. But, on the other 
hand, in this same time, while it has be- 
come harder for the debtor countries to 
pay, it has become increasingly difficult 
for the United States to forego payment 
in part or in whole. In other words, 
conceding that the position of the debtor 
countries has been altered for the worse, 
an equal or greater reversal in the same 
direction has taken place in the United 
States. 

It has been repeatedly said, and uni- 
versally admitted, that our legal claim to 
payment in accordance with the terms of 
settlement already made is unassailable. 
In this country belief is general that 
ethically our claim is equally strong. Our 
debtors are not wholly in accord with 
this latter view. But actually the prob- 
lem has now passed out of the domain of 
law and ethics into that of economics, or 
perhaps into that of international rela- 
tions in general. 

The note which the British govern- 
ment addressed to the United States con- 
tains this statement, which seems to go to 
the heart of the problem as it now 
exists: 


“Tt will not profit a creditor country 
to collect a few million pounds or dol- 
lars if it thereby perpetuates a world dis- 
order which, reacting on itself, involves 
losses of revenue many times greater; 
and a settlement, however generous it 
may seem, which relieves the economic 
machinery of the world by clearing up 
these inter-governmental payments would 
be repaid again and again by the con- 
tribution which it would make to world 
revival.” 


lf a reasonable settlement could be 
made, which would help to bring about 
this world revival, in whose benefits this 
country would share, it ought to be 
sought without delay. There is, mani- 
festly, one thing to be borne in mind, 
and that is that America should not be 
called on to make a greater sacrifice in 
attaining this desirable end than the 
equities of the situation demand. That 
is a matter which cannot be viewed ex- 
actly in the same light by the debtors 
and creditors. But if reason and good 
will are permitted to prevail, an equi- 
table adjustment ought to be possible. 

That which is practicable, economi- 
cally and politically, will have to be done 
in the long run, whether entirely agree- 
able to this country or not. Our people 
by refusing to take an extreme position, 
and refraining from harsh expressions, 
can contribute toward a settlement which 
will be best for the world, ourselves in- 
cluded. This is the real solution toward 
which thought and action must be di- 
rected. 


DEBT 


Teton like the present serve to call 


attention to matters to which little 

attention is paid under better con- 
ditions. Debt is one of the subjects now 
engaging special interest. World debts, 
national debts, state, municipal, cor- 
porate and individual indebtedness are 
all being studied as never before. So 
great, in fact, has this problem become 
that proposals are already cropping up 
for a more or less general repudiation. 
The advocacy of such a policy from 
some sources hitherto regarding obliga- 
tions as sacred is disquieting. Other 
proposals are for a general moratorium, 
or for scaling debts by one-half. Until 
these expedients for getting rid of debts 
are actually put into effect, their dis- 
turbing influences need not excite un- 
necessary alarm. No doubt, many debts, 
of various kinds, will never be paid, al- 
though anything approximating com- 
plete default is unthinkable. This con- 
clusion does not rest alone upon faith 
in the honesty of debtors, although such 
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faith is largely justified, but is further 
supported by the fact that payment will 
be made in the expectation of receiving 
credit again. 

It has been well said that the proper 
remedy for unemployment is work. So 
may it be said that the proper remedy 
for debt is to pay up. This was the ad- 
vice Cardinal Richelieu gave to De 
Mauprat in Bulwer’s play. The spend- 
thrift was quite willing to act on the 
Cardinal’s advice, provided he pointed 
out where the money could be found 
for the liquidating process. That is the 
difficulty now. Most debtors would will- 
ingly pay if they could. 

This debt problem is akin to that of 
deflation. If the same concern were 
shown regarding inflation that is be- 
stowed upon deflation, the pains which 
the latter superinduce would be measur- 
ably alleviated. It is the same with debt. 
We incur it too readily. Not infre- 
quently debts are contracted at a time 
when prices are high, and payment is 
demanded when prices are low. This is 
one of the difficulties under which the 
farmers are now laboring. But in their 
dilemma they have plenty of urban com- 
pany. What makes the situation all the 
less easy for the debtor to bear is that he 
is likely to be pressed for payment at the 
most inconvenient time. 

Debt is merely an expression of credit. 
And credit, in the hands of those who 
can make a safe and profitable use of it, 
is the philosopher’s stone, the lamp of 
Aladdin. Unfortunately, many who 
have little difficulty in getting credit 
fail in its wise employment. 

But debt has many less unpleasant 
aspects than those indicated. Without 
its use our great railway systems could 
not have been developed. Yet, under 
present conditions, the heavy indebted- 
ness of the railways imposes a burden of 
fixed charges which the roads are unable 
to carry. There are some great public 
works, like the vehicular tunnel and the 
Hudson River bridge, obviously. such 
necessities as to justify the incurring of 
debt in their construction, for they prove 
self-liquidating as soon as completed. 
Probably in the construction of roads 


the country has proceeded at a too rapid 
pace. Without debts homes could not 
be built and furnished with necessary 
comforts, unless the home-builder should 
be willing to wait until the necessary 
funds were accumulated. 

A time like this brings painfully to 
mind the oppressive character of debts 
too readily incurred and of a greater 
magnitude than our debt paying capac- 
ity warrants. This experience may well 
prove instructive to nations, states, 
municipalities, corporations and_indi- 
viduals, and warn them to be more care- 
ful hereafter in assuming burdens not 
easy to bear. 


BETTERING THE STATE BANK: 
ING SYSTEMS 


S an alternative to placing all banks 
Av Federal laws and regula- 
tions consideration might first be 
given to the possibility of improving the 
forty-eight state banking systems. To 
such improvement there would seem to 
be no insurmountable obstacle. There 
is nothing, except the will of the people 
in the respective states, to prevent the 
states from having the best banking sys- 
tems that can be assured by any laws or 
any system of official supervision. States 
that desire good banking may have it, 
so far as it can be had by legislation and 
supervision. Every state can, if it 
chooses, enact laws quite as sound as 
the National Banking Act, and can have 
supervision as effective as that directed 
from Washington. The continued neg- 
ligence of the states in adopting such 
legislation and providing for the char- 
acter of supervision indicated may come 
to be interpreted as a degree of indiffer- 
ence to the evils of unsound banking. 
Should this indifference persist, the 
states need not be surprised if Congress 
intervenes and imposes upon them Fed- 
eral laws relating to the organization 
and operation of banks. 

Something could be done in the direc- 
tion indicated if the State Section of the 
American Bankers Association would 
take up the matter of drafting a code 
of state banking laws, which need net 
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be uniform, but which would embody 
those provisions generally considered 
essential to banking safety. To effect 
any practical results it would be neces- 
sary to co-operate with the bank super- 
intendents in the various states. 

It need scarcely to be said that these 
suggestions are not based on the assump- 
tion that the banking laws of all the 
states are bad and in need of radical 
alterations, for such an assumption 
would be contrary to the truth. A num- 
ber of the states have excellent banking 
laws and efficient official supervision. 
But in a number of states the reverse is 
the case. This is shown by the exces- 
sive rate of mortality of the state banks 
—not forgetting that numerically this is 
due to the fact that there are more of 
them. Nor must it be inferred from 
what has been said that any desire has 
been shown to reflect on the many great 
and strong banks safely operating under 
state laws, much less to contribute to a 
feeling of hostility between the state 
and national institutions. Such hostility 
has never really existed, nor does it 


exist now. But there is a deepening 
conviction that some of the state bank- 
ing laws are ineffective and should be 
revised. 

The disposition for the states to shift 
their problems along to Washington is 


one which many deplore. If, without 
such transfer of responsibility, the cause 
of sound banking may be advanced, by 
the states enacting better banking laws 
where needed, would not this be the 
wiser mode of handling the problem? 
Banking safety depends primarily on 
good management. Laws are chiefly 
valuable as they contribute toward 
securing such management. 


HINDRANCES TO CO- 
OPERATION 


NE of the remedies most fre- 
C) quently offered for the allevia- 

tion of troubles of different 
kinds is co-operation. If only nations 
and groups would work together in- 
stead of pulling apart, things would go 
along much better than they do now. 


Why do not nations recognize their 
common interests and work in harmony 
to promote them? Why do producers 
and consumers array themselves in op- 
posing camps instead of realizing their 
mutual interests? Why the antagonism 
between wage-earners and capitalists? 

Some of the obstacles to co-operation 
are thus pointed out in the December 
issue of the monthly letter issued by the 
National City Bank of New York: 

“Emerson said that the real test of 
civilization was in ‘facility of associa- 
tion,” meaning the ability of people to 
understand each other, get along to- 
gether and work together for common 
interests. Ethical and moral deficiencies, 
as they are revealed in such emotions or 
defects as suspicion, prejudice, vanity, 
envy, greed, intemperance, hatred, and 
other familiar traits of human nature, 
make trouble in every organized social 
effort—the economic organization and 
political government  included—and 
probably will do so in any reorganiza- 
tion of the present organizations until 
human nature is free from them. It is 
probable that the chief cause of failure 
in efforts at co-operation is in ‘lack of 
understanding.” Probably Emerson’s 
thought is essentially the same as that 
of the wise old prophet who said, ‘with 
all thy getting get understanding.’ ” 

While man is said to have been 
created in the image of his Maker, the 
original pattern has become considerably 
blurred in the progress of time. The 
“familiar traits of human nature” have 
accumulated and have brought about the 
confusion now prevailing, and which 
renders effective co-operation an impos- 
sibility. 

There are other hindrances to co- 
operation besides the lack of understand- 
ing, at least to that complete co-opera- 
tion which many consider the remedy 
for all human ills. The interests of all 
nations and of all groups of society are 
not identical in all respects, nor can they 
be while circumstances remain so diver- 
gent as they are at present. Recogni- 
tion of this fact might tend to concen- 


‘trate efforts for co-operation within its 


practicable limits. 
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To eliminate from human nature 
“suspicion, prejudice, vanity, envy, 
greed, intemperance and hatred” and 
“other familiar traits” is an exceedingly 
big undertaking, but one to which more 
attention might be paid than it has thus 
far received. 

The art of living together in happy 
relations is one which nations and differ- 
ent groups have not successfully culti- 
vated, though a truce to open, hostility 
has been arranged by individuals gen- 
erally. Civilization will advance as this 
example is widened. : 


THE BANKERS MAGAZINE FOR 
1933 


NTERING upon its eighty-seventh 
year of continuous publication 
THE BANKERS MAGAZINE wishes 
to point out to its many loyal friends 
that the year 1933 promises to be one of 
the most interesting—especially to bank- 
ers—of any twelve months in recent 
years if not in our entire history. Pro- 
found changes are taking place socially, 


politically and in the realm of economics, 
and these changes are bound to be re- 
flected in our banking structure, which 
itself is evidently in a period of adjust- 
ment to new and strange conditions. 

The developments that are taking 
place will be foreshadowed and recorded 
in these pages in this and succeeding 
issues for the year. They are of vital 
concern to the bankers of the country. 

While THE BANKERS MaGazINE has 
steadily upheld what it has believed to 
be sound principles of currency and 
banking, it is not an advocate of unit 
banking, dual banking, branch banking, 
or independent banking. It welcomes 
to its pages divergent views on these and 
other controverted issues, believing that 
by their free discussoin the right solution 
is most likely to be reached. 

Faith in America and in the great 
majority of its banks and bankers has 
remained unshaken in the past year of 
trial, nor will that faith be lessened by 
anything that can possibly happen in 
the new year upon whose path our steps 
have just been set. 


Says Plant Value Must Be Written Down 


THERE is a growing belief among business 
leaders that plant and equipment values must 
be written down to conform to new market 


conditions, according to J. R. Kraus, chair- 
man of the board of the Union Trust Co., 
of Cleveland. His conclusion is based upon 
the constant studies made by the bank of the 
factors affecting the reconstruction of busi- 
ness. 

“The peak demand for goods in the ex- 
traordinarily prosperous years preceding the 
fall of 1929 caused great increases ‘in’ plant 
capacity,” Mr. Kraus points out. “Industrial 
leaders now find that much of this capacity 
is not usable because of decreased markets or 
necessity for lower costs. 

“This ineffective equipment presents a 
serious problem to many industrial execu- 
tives. As long as it is carried on the com- 
pany books at the valuations set up while it 
was still effective it entails depreciation 
charges and tax valuations which are entirely 
out of line with earning ability. Sound fi- 
nancial statements cannot be expected while 


overhead charges and gross earning ability 
are out of balance. 

“In many instances ineffective production 
capacities may be made effective by moderni- 
zation. But in all events earnings will be un- 
favorably affected as long as depreciation 
must be taken on plant equipment which is 
ineffective or which has had to be modernized 
to meet new conditions. 

“The method which many forward looking 
executives favor is thoroughly cleaning house 
so as to be ready for the business revival 
which seems on the way. This method calls 
for writing down plant values to the basis of 
their present earning capacity. ~ 

“Companies which made enlarged produc: 
tion facilities the. basis for increase in cap- 
italization may have to revise their capital 
structures, although that will not alter the 
situation of the individual stockholder. The 
market value of his stock is determined not 
by its stated value, but by its earning ca- 
pacity and his proportionate share of the 
company’s profit is not altered by a change in 
total issue or stated value.” 





Bringing All the Banks Under the 


Federal Reserve System 


THE address of Thomas W. Lamont before the November meeting of the Academy 
of Political Science in New York attracted wide attention, and especially that part 
of the address proposing to bring all the banks of the country into the Federal 
Reserve System. In making this suggestion Mr. Lamont said: 


“I repeat what many others have already pointed out, namely, that no thoroughgoing 
banking reforms can be brought about until two vital changes have been accomplished. The 
first is to bring all the commercial banks of the country, small as well as large, under the 
single aegis of the Federal Reserve System. The second is to establish sensible provisions for 
regional branch banking, the geographical limits for each region to be carefully worked out 
and regulated. Then we should have something worth talking about. Such reforms, brought 
about gradually, ought to begin to yield to the country some measure of banking stability.” 


Believing that this proposal is of wide interest to the country, THE BANKERS 
MacazINE has asked an expression of opinion on the subject from other bankers, 
and publishes two representative replies below: 


Unification of Commercial Banking 


By EDMUND PLATT 
Vice-President Marine Midland Group, Incorporated 


banking of the United States un- 

der Federal charter, or perhaps 
under the Federal Reserve System with 
Federal supervision, has been brought to 
the front occasionally from time to time 
but has become a matter of general in- 
terest only during the past year, begin- 
ning perhaps with the statements of 
Governor Eugene Meyer of the Federal 
Reserve Board in the hearings before 
Senator Glass’ committee on March 29, 
1932, when the following conversation 
took place: 


UJ tasting of of the commercial 


Senator Glass. Can you suggest to us a 
constitutional method of creating a unified 
banking system in this country? 

Mr. Meyer. Well, I do not know how 
to do that, but I believe it can be done by 
taxation or some other method. I do not 
think there is any doubt about the ability to 
do it. The principal thing about being able 
to do something is to want to do it. 

Senator Glass. We have wanted to do it. 

Mr. Meyer. Do you want to bring about 
unified banking? 

Senator Glass. Why, undoubtedly; yes. 

Mr. Meyer. I will be glad to help you. 

Senator Glass. I think the curse of the 


p 


banking business of this country is the dual 
system. 

Mr. Meyer. Then the board is entirely 
in sympathy with the committee on that sub- 
ject. 

Senator Glass. 
recommedation. 

Mr. Meyer. 
for you. 


Then let us get your 


We will try to prepare one 


More recently the subject has been 
given tremendous impetus by the address 
of Thomas W. Lamont at the annual 
meeting ‘of the Academy of Political 
Sciénce on November 18. After sketch- 
ing in bold outline the financial and 
banking history of the United States, 
Mr. Lamont cited the fact that there had 
been 9285 bank failures in the eleven 
years, 1921 to 1931, “with deposits thus 
tied up or in part dissipated of $4,278,- 
000,000,” and added that 7587 of the 
banks that failed were not members of 
the Federal Reserve System. The pro- 
portion of non-member to member banks 
was about 4!/, to 1, and most of the 
failures were “of small banks with ex- 
tremely limited capital.” Today 60 per 
cent. of the number of the country’s 


7 
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banks are outside the strong Federal Re- 
serve System, and this 60 per cent. com- 
prises a total in banking resources of over 
$12,000,000,000. 

Coming to remedies, Mr. Lamont de- 
clared that two vital changes are neces- 


sary: 


“The first is to bring all the commer- 
cial banks of the country, small as well 
as large, under the single aegis of the 
Federal Reserve System. 

“The second is to establish sensible 
provisions for regional branch banking, 
the geographical limits for each region to 
be carefully worked out and regulated. 
Then we should have something worth 
talking about. Such reforms brought 
about gradually ought to begin to yield 
to the country some measure of banking 


stability.” 


It is somewhat significant that Mr. 
Lamont did not say that all the commer- 
cial banks of the country, large as well 
as small, should be chartered by the Fed- 


eral Government as national banks, and 
it is also significant that he said that 
such reforms “should be brought about 
gradually.” 

Just what Governor Meyer and the 
Federal Reserve Board may be going to 
recommend has not yet been brought out 
but as any comprehensive unification 
plan implies coercion naturally some of 
the state banks have taken alarm and 
have begun an agitation in behalf of the 
preservation of the “dual system.” Pierre 
Jay, formerly chairman of the Federal 
Reserve Bank of New York, in an ad- 
dress at the morning session of the 
American Academy, after stating fully 
the advantages of unification including 
the removal “of present competition be- 
tween national and state authorities re- 
sulting in lowered legal restrictions, less 
strict supervision and lower standards in 
granting new charters,” added: 

“Nevertheless, it appears to me not to go 
really to the root of the trouble. For, as al- 
ready indicated, supervision is largely nega- 
tive and exerted after the fact. ; 
What is really needed is something positive, 


viz., better bank management. The small 
banks I am convinced can neither find nor 


afford better: management except through a 
change in the banking structure which will 
permit them to be operated as branches of a 
larger bank. . This in itself would 
doubtless bring about, not by force but by 
evolution, an important measure of unifica- 
tion.” 


I agree fully with Mr. Jay. I am at 
present unconvinced of the necessity of 
any coercive measure such as the taxa- 
tion of checks and exchanges of the non- 
member banks. Based on the precedent 
of the amendment of 1865, which placed 
a prohibitive 10 per cent. tax on cur- 
rency issued by state banks, or perhaps 
based on the Interstate Commerce Act, it 
seems probable that a bill could be drawn 
that would make it impossible for state 
bank checks to be used outside of the 
state in which the bank is located, but 
such a measure would undoubtedly 
arouse considerable antagonism, and even 
if unification is greatly to be desired I 
see no reason for trying to accomplish 
too much at once. 

Bearing in mind Mr. Lamont’s remark 
that reform should be brought about 
gradually, it appears to me that all that 
is necessary at this time is to remove the 
restrictions upon bank consolidations 
which have hampered a natural develop- 
ment of banking in this country for 
many years. It is one of the anomalies 
of the National Bank Act that it pro- 
vides, Sections 505 and 506, December, 
1930, edition,* for the consolidation of 
national banks with each other or the 
consolidation of national banks with state 
banks “within the same county, city, 
town or village,” but if you consolidate 
two or more banks within the same 
county limits that are not located within 
the same municipal limits, you have to 
close all but one of them up because of 
the restrictions on branches in Sec 239 
(5155 R. S.). The first step, it seems to 
me, is to widen the limits by inserting 
the word “state” before the word 
“county,” and provide that all banks so 
consolidated may continue in business at 
their old stand, repealing the restrictions 
of Sec. 239, the corporation to select one 
of them as the head office. 


*Sections 33 and 35, Title 12 U. S. C. 
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My belief is that an amendment of 
this kind would lead, first, to the con- 
solidation of country banks among them- 
selves, probably around the smaller cities 
rather than the larger cities, just as simi- 
lar provisions in state laws led to the for- 
mation of comparatively small country 
state bank groups before the passage of 
the McFadden Act in February, 1927, 
prevented further consolidations within 
the Federal Reserve System. There are 
in Arizona, in Louisiana, Mississippi and 
other southern states interesting branch 
banking organizations of this kind which 
seem to be hardly known in the northern 
cities. The largest of these in resources 
is the Citizens and Southern of Savan- 
nah, Georgia. The Valley Bank of 
Phoenix, Arizona, with eleven branches; 
the Calcasieu National Bank of Lake 
Charles, Louisiana, with eight branches; 
the Grenada Bank of Grenada, Missis- 
sippi, with twelve branches; the Ten- 
nessee Valley Bank of Decator, Ala- 
bama, with fifteen branches; the ‘Wa- 
chovia Bank & Trust Company of Wins- 
ton-Salem, North Carolina, with four 
branches; the Eastern Shore Trust Com- 
pany of Cambridge, Maryland, with 
twenty branches, are good examples, and 
there are a number of others. Few of 
these country bank organizations cover 
enough territory to give the most de- 
sirable diversification of loans, but they 
are all large enough to afford good man- 
agement, which Mr. Jay apparently con- 
siders of primary importance. 

The restrictions and prohibitions pre- 
venting the formation and growth of 
such banking corporations should be re- 
moved and they should be given every 
encouragement under Federal as well as 
state laws. Though amending only Sec. 
5155 R. S., this is practically the effect 
of Sec. 19 of the pending Glass bill. — 

The arguments for unification of com- 
mercial banking under Federal super- 
vision are impressive in theory, but un- 


less Congress could be persuaded to 
adopt just the right sort of legislation— 
and nobody has yet suggested what form 
and what limits in activities it should 
have—banking progress would be diffi- 
cult in the future. 

Business conditions do not remain 
static, and banking has to change from 
time to time to conform to business 
changes. It is difficult to procure neces- 
sary amendments to Federal laws. Most 
of the progress in banking has been made 
under state laws, and some of the state 
banking codes are in large measure su- 
perior to the National Bank Act. Hence 
I do not believe the time has come to 
attempt to do away with the “dual sys- 
tem” by any coercive measure. 

It is well to bear in mind, however, 
that Congress intended to assure unifica- 
tion of commercial banking—to compel 
all state banks to nationalize—when the 
tax on state bank notes was enacted in 
1865, and after the tax came into effect 
in 1866 state banks did in fact almost 
cease to exist. There were only 247 of 
them in 1868. It was not believed at 
that time that a commercial bank could 
live long unless it could issue currency 
notes. 

It is also well to bear in mind a re- 
mark made during the debate on Mr. 
Jay’s paper before the Academy of 
Political Science—to the effect that uni- 
fication would have been an accomplished 
fact if it had not been for the loans of 
the R. F. C. “All the non-member 
banks would have failed.” That, of 
course, is much too broad a statement. 
Many non-member banks have borrowed 
nothing—but it is apparent from the 
published lists of banks aided that the 
great majority of them, certainly three- 
quarters or four-fifths, were small non- 
member banks. In some states nearly 
all the loans have been to state banks— 
in Nebraska twenty-eight of the thirty- 
one banks borrowing in October. 
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Two Banking Changes 


By J. F. Sartori 
President, Security-First National Bank of Los Angeles 


measures to reform or perfect our 

banking system, except such as may 
be possible politically. The events of 
the last three years have done much to 
change the sentiment of the country re- 
garding branch banking, and the violent 
opposition of some five or six years ago 
on the part of unit bankers appears to 
have subsided. The public and very 
many of the bankers themselves are 
deeply interested in the establishment of 
banking conditions which will afford 
greater security and safety. The ex- 
amples of Great Britain and Canada, 
where only branch banking exists, have 
been a striking object lesson to our own 
people. The banks in those countries 
have not experienced the grave difficul- 
ties encountered by so many of the banks 
in the United States. Their services to 
the public have not been interrupted nor 
have the depositors felt any concern for 
the safety of their funds. 

It appears to me, therefore, that an 
extension of branch banking in this 
country should be politically possible. 
Logically, nation-wide branch banking 
would seem to be indicated, but in my 
judgment branch banking on so extensive 
a scale should be reached only by pro- 
gressive stages of development. There is 
no individual or group of individuals 
with sufficient experience in operating 
branch banking systems in this country 
to inaugurate immediately a nation-wide 
branch banking system. 

I would favor such a provision as is 
contained in the Glass bill for state- 
wide branch banking on the part of na- 
tional banks, and a crossing of state lines 
to a distance of say fifty or 100 miles to 
fit those cases where cities are located 
close to state boundaries and where 
business does not follow state lines. As 
a condition of the establishment of 
branches, I heartily favor a rule which 
would prevent the establishment of a 


|: seems to me useless to propose any 


branch in any community having bank- 
ing facilities without the acquisition on 
the part of the branch banking system of 
an existing bank. 

I realize that, politically, there may be 
serious opposition to even this extension 
of branch banking but, in my judgment, 
it is thoroughly warranted. 

So far as the unification of all our 
banks in a single system is concerned, it 
appears to me that this is a present po- 
litical impossibility and that such a uni- 
fication can come only through the or- 
derly development of banking. If the 
branch banking program previously in- 
dicated should be adopted, I take it that 
the states would rapidly fall into line and 
grant to the state banks branch banking 
rights within those states. As a future 
development, I would look forward to 
the further extension of branch banking 
rights to national banks beyond state 
lines. The successful evolution of branch 
banking in the national system would do 
much to draw into it the state banks. 

In furtherance of this unification of 
our banking system, there might well be 
some provision made for the accommoda- 
tion of banks to a greater extent than is 
now afforded by the Federal Reserve 
Act, such as the enlargement of the re- 
discount privilege in case of emergencies. 
If municipal bonds and other good mar- 
ketable bonds and real estate mortgages 
could thereby have imparted to them a 
greater liquidity in times of stress there 
would be an added appeal to state banks 
to join the system. 

There is very little real commercial 
paper, eligible for rediscount, outside of 
the large cities and consequently the 
smaller banks, both national and state, 
have relatively slight opportunity to avail 
themselves of the rediscount privilege. It 
might even be possible to segregate in the 
Federal Reserve banks the reserves car- 
ried by the member banks against time 
and savings deposits and make them 
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specifically available for this purpose. 
National banks are permitted to take 
savings deposits and lend up to 50 per 
cent. of such deposits on real estate but 
no provision has been made in the Fed- 
eral Reserve Act for imparting any 
liquidity to loans on real estate. 

Recognizing the general view that the 
Federal Reserve System was established 
primarily for commercial banks, it may 
be politically impossible to overcome this 
sentiment sufficiently to broaden the 
powers of the Federal Reserve banks to 
the extent indicated. If that be the case, 
then I would suggest the revamping of 
the Federal Home Loan Bank Act. In 
its present form it apparently cannot ac- 
complish its objects. Why not convert it 
into a Federal Mortgage Discount Bank 
in which national banks accepting time 
or savings deposits would be required to 
become members and as such would 
carry with the Federal Mortgage Dis- 
count Bank the reserve against time and 
savings deposits now carried with the 
Federal Reserve banks? 


It cannot be denied that a large num- 
ber of the banks of the country, both 
state and national, lend on real estate 
and no provision exists for giving to 
these real estate loans any degree of 
liquidity. Either the banks, both state 
and national, which are members of the 
Federal Reserve System, should be re- 
quired to be strictly commercial banks or 
strictly savings banks—which is _politi- 
cally impossible—or some machinery 
should be set up to give some measure of 
liquidity in time of stress to the assets in 
which time and savings deposits are in- 
vested. 

We should, by this time, have learned 
that legislation cannot correct the ills of 
our economic and social life. It can at 
best set the conditions under which suc- 
cessful development of institutions can 
take place. We cannot make good bank- 
ing by legislation. We can, however, 
by law set the conditions which are 
favorable to good banking and allow the 
development thereunder of sound bank- 
ing principles and practices. 


$65,000,000 for Cleveland Trust Savers 


In an article with the above title Vice-Presi- 
dent A. L. Assmus points out the value of a 
Cleveland Trust savings account in a recent 
issue of the Cleveland Trust Magazine from 
which we quote: 


“We may scan investment manuals and 
financial pages, but we will not find many 
instances in 1932 where investors have 
profited as well as have the owners of savings 
accounts entrusted to the care of The Cleve- 
land Trust Company. 

“If we turn back the pages of events to 
1894, when The Cleveland Trust Company 
was organized, we will find only exceptional 
investments that have equalled, in all that 
time, the returns of a regular savings account 
in this bank. 

“Sixty-five millions of dollars, a sum nine 
times as large as that which the United 
States paid for Alaska, has been paid or 
credited to the depositors of The Cleveland 
Trust Company in regular interest payments 


since the bank was organized. During this 
period eleven depressions have beset the 
country, but in good times or bad, the inter- 
est payments have been made or added to 
the depositor’s account, as regularly as the 
calendar brought the appointed interest days. 

“On actual dollars and cents returns it 
may safely be said that savings accounts have 
no rival in stability of principal, few competi- 
tors in safety value of principal and certainty 
of income, and that even in their rate of 
yield they are better than the average invest- 
ment over a period of years. During the 
first nine months of 1932 the savings deposits 
at The Cleveland Trust Company earned 
$3,145,000 in interest for their owners. Ap- 
proximately four and a half million dollars 
will have been paid to Cleveland Trust savers 
for the year 1932. A thorough examination 
of all investments held this year would prob- 
ably reveal that the average income has been 
less than these 400,000 savings depositors 
have. received unfailingly.” 





The Small Note Problem 


By JoHN J. DriscoLt, Jr. 
Driscoll, Millet & Company, Philadelphia 


N analysis of the cost of operating 
A» departments and the cost of 
handling notes develops the fact 
that banks handling a volume of small 
notes are face to face with the same 
problem that confronted them in small 
accounts. Here is another type of busi- 
ness that fails by far to pay its own way 
and eats materially into profits. 

Many banks are in the small loan 
business and cannot get out of it, hence, 
shouldn't they find some way to at least 
make this type of business pay its 
way? 

It will cost the average small bank 
from $2.25 to $2.75 to handle a note. 
This cost will roughly be made up of 
30 per cent. cage or handling cost and 
70 per cent. administration or loaning 
cost. 

A bank is not set up to handle this 
type of business efficiently while small 
loan companies are. Still small loan 
companies have found that they cannot 
handle this business on a gross of 14 per 
cent. per annum and cover expenses, but 
banks continue to feel that they can 
handle it on a 6 per cent. basis and earn 
a profit. 

Down in New Jersey they passed a 
small loan law, cutting the rate from 
36 to 18 per cent. The small loan com- 
panies folded up camp and moved. They 
said, “We can’t do business on an 18 
per cent. basis and pay our costs.” 

Many banks in New Jersey still think 
they can handle it at six and make 
money on it! 

I will gamble that it costs the bank 
more to handle that business than it does 
the small loan company. 

Fundamentally, what type of loans are 
in that group? We frequently have the 
objection that we cannot afford to pe- 
nalize that borrower because he cannot 
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afford to pay. Those small loans fall 
into three groups. 

First of all, the small borrower who 
needs a small amount of money. He 
needs it badly. He asks you to make 
an accommodation for him. He asks 
you to make an accommodation that is 
going to cost you money. Don’t you 
think you are, in fairness, entitled to 
recover that cost from him, if you are 
going to give him the accommodation? 

Secondly, the type of small note that 
comes into the-small bank for the pur- 
poses of collection. The fellow who 
found out long ago that if he drew notes 
payable at his own office, they were not 
paid so frequently and constantly re- 
newed. He found out by drawing them 
payable at the bank and letting you han- 
dle them, he got his money. All right, 
if you are going to be the collection 
agency for that man, you are entitled to 
be paid for it. When you make him 
pay for it, he will pass that on to the 
customer. 

The third group, the so-called finance 
paper, financing the time sales of any- 
thing you want. Companies are spe- 
cifically set up to take care of that. They 
are specifically set up to take care of cer- 
tain industries. Why do they come to 
the banker in preference to them? Be- 
cause it is cheaper. Banks will handle 
it lots cheaper. If it costs you money 
to do it, you are entitled to go back to 
that fellow and have a recovery for it. 
I think fundamentally you are entitled 
to a discount. 

If a sufficient volume in dollars of 
small loans exists, it may be desirable to 
set up a small loan department and 
charge the rates usually found in this 
type of business. In the absence of this 
it is recommended that all loans of $200 
or less be charged actual interest plus a 
$1 service charge and that these notes be 


put on as short a maturity basis as pos- 
sible. 





The Disaster of a Planned Inflation 


By E. C. Harwoop 


T IS sometimes assumed that a 

danger once safely passed need be 

feared no longer. For that reason, 
there is perhaps a tendency to belittle 
the strength of the inflationist groups 
at this time. Bryan and his boot-strap- 
lifting theories were so emphatically 
put aside, it is taken for granted that 
the job was done for good and all. 
That such is not the case can be shown 
by the fact that many inflationary 
ideas are rapidly gaining adherents. The 
Foster and Catchings scheme of forced 
construction; the Goldsborough rubber 
dollar; the Patman scheme for paying 
the bonus, and other plans of like 
character all have their proponents. 
However, it might not be necessary 
to take these seriously (in spite of 
the success of the Goldsborough bill in 
the House, last spring) if it were not 


for the fact that some of the engineer- 
ing societies have been urged to indorse 
a new construction scheme intended to 
provide the push off “dead center” 
which is needed, in the opinion of its 


advocates. When such proposals gain 
the serious attention of men supposedly 
capable of deciding technical questions, 
it is time to devote a little thought 
to the subject. 

The contention is made that if the 
Government will undertake some degree 
of inflation, spending the purchasing 
power initiated in the form of bank 
credit for new construction which does 
not involve additions to competitive 
capital equipment, business will be 
started upward, and that the Govern- 
ment borrowings of bank credit can 
later be liquidated by taxing the profits 
of a recovered industrial organism. 
This process is alleged to have an 
added virtue in the fact that the taxes 
during the subsequent prosperity would 
tend to discourage inflation and over- 
expansion of business. Those advocat- 


ing this scheme freely admit that the. 


e 


boom period of 1928-29 was the result 
of inflation, but they also claim that 
the deflationary process has carried too 
far. They assert that some stimulus is 
needed to start the wheels of industry 
turning once more. 

Elsewhere, the present writer has 
discussed the process of recovery follow- 
ing a cyclical depression, as well as 
the preceding phases of the cycle. 
(CAUSE AND CONTROL OF THE 
BUSINESS CYCLE, Financial Publish- 
ing Company.) No attempt will be 
made here to show that recovery can 
take place without “doses” of inflation. 


_In fact, the course of events in the past 


is sufficient proof that inflation is not 
essential to recovery. Therefore, at- 
tention will be concentrated on the 
results to be expected if a planned 
inflation is initiated. 

Let it be supposed that one or 
another of the inflationary schemes is 
adopted. In the first place, there are 
several possibilities with respect to the 
scheme itself. It may work as planned 
and actually cause a return to the 
general price level of 1926, or at least 
a movement in that direction of sub- 
stantial proportions. It may not work 
at all. It may prove to be unmanage- 
able and carry on to an_ indefinite 
expansion of credit and currency which 
will finally render the dollar valueless. 
Unfortunately, the historical record 
suggests that the last named possibility 
is perhaps the i .ost probable of the 
three. In any event, it is obvious that 
every business man and every investor 
will be faced with the problem of 
adjusting his affairs to the new possi- 
bilities. Those individuals who have 
savings deposits or life insurance, and 
those who have hoarded currency will 
also be vitally concerned. 

It is clear that anyone who believes 
that the attempted inflation will be 
abortive and without substantial effect 
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will not change his present course of 
action. However, those who anticipate 
a recovery and higher prices in general, 
as well as those who fear an indefinite 
expansion and ultimate collapse, will 
surely act with a view to taking advan- 
tage of the situation, at least to the 
extent of protecting themselves. Care- 
ful consideration of just what this 
will mean in the case of each type 
of individual mentioned will prove 
illuminating. 


INVESTMENT POLICY UNDER INFLATION 


Dealing first with the case of the 
investor, it is necessary to remember 
that his interests may be either in 
equities or in evidences of debt (bonds, 
etc.). The owner of equities has noth- 
ing to fear from inflation, in fact, 
is apt to gain thereby, but the position 
of the bond owner is vastly different. 
Those holders of fixed income securities 
who believe that the inflation will be 
effective are faced with the fact that 
their interest due in the future will 


have a reduced purchasing power in 
terms of goods because of higher prices. 
Furthermore, the bond or other security 
taken as a whole will also be less 


valuable in terms of goods. Now the 
obvious remedy for the situation is to 
sell fixed income securities and buy 
equities. 

If, however, the holder of bonds 
and mortgages fears a runaway inflation, 
he may attempt to convert his securities 
into gold for the purpose of hoarding 
it. In either event, it is quite plain 
that those investors who have the 
knowledge to enable them to protect 
their own interests will sell fixed income 
securities and buy either gold or equi- 
ties. This action will undoubtedly add 
greatly to the supply of bonds in the 
bond market with the usual effect on 
prices of such securities. 

Business men who expect the at- 
tempted inflation to accomplish its 
object will undoubtedly convert cash 
or the equivalent into inventory of raw 
and finished products as rapidly as 


possible. On the other hand, those 
who fear uncontrolled inflation will 
hoard gold both for personal and 
business uses. No other commodity 
will be universally acceptable when the 
final collapse comes. Furthermore, most 
business men have debts payable in gold 
dollars of the present weight and fine- 
ness. An inflation which resulted in 
collapse of the dollar and abandonment 
of the gold standard would be ruinous 
for them. Unless the Supreme Court 
or the Constitution of the United States 
can be done away with, simultaneously 
with the collapse of the dollar, there is 
no hope that gold debts will be payable 
with irredeemable paper. In this re- 
spect, the situation in England is quite 
different. There, bonded debt and 
mortgages generally do not have the 
so-called “gold clause.” 

The situation of the depositor who 
has savings accumulated and of the 
man who owns life insurance policies 
is similar to that of the bond owner. 
In the first place, the value of dollars 
on deposit will decline, in terms of 
goods, during a period of inflation. 
It is quite obvious that it would pay 
depositors to withdraw their funds and 
buy equities or commodities of some 
kind. Those who feared that the dollar 
would go the course of the German 
paper mark would naturally withdraw 
their savings, and also their cash sur- 
render values in the case of life insur- 
ance, in order to hoard gold. It follows 
that if the inflation is assumed to be 
effective, the banks will be called upon 
to pay out vast sums to depositors at 
the same time that the bond market 
is flooded with securities for sale. 
Banks and insurance companies will 
also be sellers in order to meet demands 
for cash or cash surrenders and com- 
plete demoralization of the bond market 
would result. It is hardly necessary 
to add that this would mean the closing 
of every bank in the country. 


WOULD CAUSE INCREASE IN HOARDING 


So far, we have not dealt with the 
case of the hoarder who has to date 
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been satisfied to hide paper currency 
in his mattress, old pot, or other place 
of concealment. Inasmuch as some- 
thing more than $1,500,000,000 is now 
being hoarded, this aspect of the situa- 
tion cannot be overlooked. Hoarding 
has represented a differentiation be- 
tween paper money and a deposit in 
the bank. Only a small percentage of 
the hoarders have attempted to secrete 
actual gold or the equivalent. How- 
ever, if there arises any possibility of 
inflation or fiat money the result is 
not difficult to forsee. Those who have 
hoarded paper currency will start de- 
manding gold. Surely such _ timid 
people will not care to take the chance 
that their wealth will become so much 
irredeemable and worthless paper. 

It is now possible to gather together, 
as it were, these loose strands of action 
and see what the net effect would be 
on the economic situation. The demand 
for gold for hoarding purposes would 
certainly increase. It is more than 
probable that the resultant drain on the 
banking system would make the exports 


of last spring seem small in compari- 


son. At the same time, the market 
for fixed income securities would be 
flooded by sellers eager to avoid a loss 
of real income (income in terms of 
goods). Withdrawals from banks 
would cause failures which would in 
turn cause greater apprehension on the 
part of depositors in other banks. The 
United States Treasury would be forced 
very quickly to suspend gold payments 
and the banking system would collapse 
like a house of cards. It would be 
impossible for banks to honor the claims 
upon them, even for the purpose of 
clearing checks. 

With bank deposits tied up by a 
general banking moratorium, business 
would have to be suspended for the 
most part. The flow of money incomes 
to the market in order to buy goods 
would be effectively choked. Wide- 
spread misery, panic and general ruin 
would be the outcome. 

Now it does not follow that this 
civilization would then come to an 
end. It is easily conceivable that ways 

= 


and means of resuming business would 
be found. But can anyone seriously 
desire the inevitable results of planned 
inflation? It may be urged that no 
such results followed the war-time 
inflation, or that which ended in 1929. 
True, but the situation was markedly 
different in both those cases. In neither 
one was the process generally under- 
stood. Particularly in the case of the 
later period, even some of the most 
astute observers were fooled. In the 
earlier period, the operations of a new 
mechanism, the Federal Reserve Sys- 
tem, concealed the underlying process. 
Furthermore, during the war, people 
who lived on fixed incomes were willing 
to undergo some privation for patriotic 
reasons. 


INFLATION THE ROAD TO RUIN 


The truth of the matter is that 
inflation is the road to ruin. Deliber- 
ately planned inflation only makes the 
road so much the shorter because it 
points the way for even the most 
ignorant to see. Inflation can only 
“succeed” by fooling most of the people 
all the time. That anyone would be 
fooled concerning a measure which 
would be fought over in both branches 
of Congress and in the public press, 
is beyond belief. 

In this connection, it is interesting 
to note that in a letter to Representative 
Goldsborough dated March 29, 1932, 
the following statement was made 
regarding passage of the bill proposed 
by him: “It is practically certain to 
cause a flight from the dollar.” The 
bill was passed by the House on May 2. 
1932. Almost immediately, gold ex- 
ports on an enormous scale began. 
They continued in increasing amounts 
until the Senate definitely killed the bill 
by substituting another quite dissimilar 
prepared by Senator Glass. The predic- 
tion made by the present writer at that 
time was based on the same reasoning 
from fundamental principles which has 
been set forth herein. The course of 
events portrayed the operation of laws 
as inexorable as any so-called “law of 
nature.” Those who advocate even 
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the least degree of planned inflation 
are attempting to set in motion forces 
which will bring utter ruin, not only 
to their puny schemes, but to our 
whole economic fabric. Words are 
too weak to express adequate con- 
demnation of those who, like children 
with a complicated toy, are willing to 
destroy that which they do not under- 
stand. 


PHANTOM REAL ESTATE FOR- 
TUNES STILL LURE THE 
TOO TRUSTFUL 


One of the interesting phenomena of 
present times is a sudden reflowering of 
that hardy perennial, “You're heir to a 
realty fortune,” according to William 
Huntsman Williams, general solicitor of 
the New York Title and Mortgage Com- 
pany. For the past half-century trusting 
souls have been sending their money to 
sophisticated individuals who have told 
them that as descendants of some early 
New York property-owner they were 
heir to some of the most valuable sites 
in the metropolis, such as the land occu- 
pied by the Woolworth Building, or the 
Empire State Building, Times Square or 
Wall Street skyscrapers. 

Mr. Williams, as general solicitor for 
his company, has seen pass by his desk 
within the past year at least two new or 
revived enterprises of this type. 

Nearly every week letters come from 
various parts of the country asking ad- 
vice as to whether the writer should 
contribute to a litigation fund to estab- 
lish heirship to some valuable tract of 
metropolitan land. 

At the present time there is on the 
active calendar in the New York Su- 
preme Court litigation involving prop- 
erty valued at millions of dollars, based 
on Queen Anne’s gift of land to a Brit- 
ish officer in the year 1708. More than 
200 years ago the Queen proclaimed a 
royal grant of all the vacant and unap- 
propriated lands on Staten Island to her 
royal subject, Major Lancaster Symes of 
New York. Rights under this grant are 


now held by the Symes Foundation and 
two other corporations. At least two 
books have been written on the subject: 
one, “English Crown Grants,” and the 
other, “The Major and the Queen.” In- 
asmuch as the matter is actually before 
the courts, Mr. Williams does not com- 
ment upon it. 

Going back a few months to July 20 
of this year, a town meeting was held 
in West 110th street, in the “Town of 
New Harlem,” at which were present 
200 individuals and proxies for 2000 
others. They represented the descend- 
ants of New Harlem patentees who 
claim title to hundreds of acres in Up- 
per Manhattan. 

The property affected is included in 
a grant or “patent” of land from Gov- 
ernor Dongan in 1686, and lies north- 
east of a diagonal line beginning at 74th 
street and the East River and running 
entirely across Manhattan Island to the 
Hudson River at a point near Grant's 
Tomb. 

“New Harlem” was permanently 
settled by the Dutch in about 1658. At 
that time, of course, the land was 
rugged and wild. The forests were full 
of wild game of various kinds, and the 
streams abounded with trout and sal- 
mon. The Indians, sometimes friendly, 
sometimes hostile, roamed the forests. 
Today this land is in the very heart of 
the City of New York, occupied by 
costly buildings, modern apartment 
houses, subways, elevated railroads and 
concrete thoroughfares over which count- 
less throngs are passing day and night. 
It is this land that the descendants of 
the “patentees” are now claiming. 

There have been many former efforts 
to possess this land, based on the in- 
dividual ownership of the descendants 
as tenants in common. These former 
efforts were all fruitless. In one particu- 
lar instance a company was formed capi- 
talized at $100,000. The stock was 
readily purchased by the descendants at 
$25 per share. The effort culminated 
in the usual defeat to the descendants, 
the United States Circuit Court having 
dismissed the proceedings in 1887. 





Bank Vaults —a Battle of Wits 


By HaroLp HAMMOND 
Of the Tilghman Moyer Company 


This is the third of a series of articles by this author, that will appear from time 


to time. 


Each article considers some one phase of the banker's building problem. 
Previous articles have dealt with selection of site and creating the floor plan. 


Future 


articles will consider such questions as the quality of the building, its cost, and its 


appearance. 


In general, their purpose is to share with the banker what the bank 


architect knows, and the banker wants to know, about bank buildings. 


S far back as we have any knowl- 
Az men have been faced with 
the disquieting problem of pro- 
tecting their treasures from unwar- 
ranted intrusion. The great pyramids 
of Egypt and the tombs of the 
Pharaohs were really built as vaults 
and some of them have proven success- 
ful enough to defy entrance for thou- 
sands of years. 

The basic purpose of a vault is 
protection against unlicensed intrusion. 
The common enemy of both the vault 
builder and the guardian of treasure 
in whose interest he works is the man 
whose desire it is to gain unauthorized 
entrance. 


THE BATTLE OF WITS 


The history of vault design is noth- 
ing but the story of the conflict between 
these two: the safemaker attempting 
to build a strong box which could not 
be entered and the cracksman presently 
demonstrating the ineffectualness of his 


attempts. With the advantage first 
with the one and then the other, the 
conflict has gone on for centuries until 
finally, and only within the last few 
years, the vault designer has been able 
to devise a type of construction that 
is practically impenetrable. A glimpse 
of some of the action of the last century 
in this silent contest will add to an 
appreciation of the vault of today. 

Back in the early years of the last 
century, the only known device for 
fastening a door was some variation 
of the key operated lock. The lock was 
the weak spot of every strong box 


and the sole method used by the burglar 
of that day to enter the vaults and safes 
had to do with skeleton keys or picking 
the lock. The possible variations of 
locks were few and the mechanism 
simple. The adroit craftsmen of the un- 
derworld were intimately familiar with 
every one of them—often needing but 
a glance at the door to give them the 
clue to the very key they would need 
to open it. 

This happy state of affairs continued 
until shortly before our Civil War; as 
fast as a new lock was invented, some 
ingenious soul discovered a way to 
pick it. To circumvent this, the lock- 
smiths turned their efforts toward devis- 
ing a lock that would need no keylike 
instrument for its operation and would 
have no orifice showing on the outside 
of the door. The perfection of the 
combination lock now so familiar to 
all of us, was the result of these 
endeavors. Its readily apparent advan- 
tages caused its immediate widespread 
adoption and the days of literally easy 
picking were at an end. The gentry 
who were masters of the art of wax 
impressions and key filing were foiled 
at last. 

FROM SKELETON KEYS TO BLACK JACKS 

Immediately the attack on vaults took 
a nastier turn, for the invaders turned 
from the gentle method of skeleton 
keys to the brutal one of “masked 
burglary.” To possess themselves of 
the combination to the vaults and safes 
on which they had designs, any length 
was resorted to. Bank officials and 
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Two identical vault doors, one for safe deposit vault and one for cash vault, in the 


National Bank of Chester County, West Chester, Pa. 


clerks were held up in their homes, 
bound and gagged, carried to the bank 
and forced by torture if necessary to 
divulge the combination or to open 
the door. These holdup attacks became 
alarmingly prevalent and a veritable 
reign of terror was instituted. Against 
such conscienceless methods the com- 
bination lock was powerless. 

Then along in 1874 came the per- 
fection of the time lock that rendered 
masked burglaries ineffective. This 
ingenious mechanism, applied to the 
regular combination lock, prevented the 
operation of the bolt work even with 
the use of the combination until after 
a predetermined time had elapsed since 
the setting of the lock. The banker, 
on closing for the day, could make his 
lock inoperative until say nine o'clock 
the following morning and no outside 
human agency could alter the fact. 
The combination could be disclosed to 
the burglar if it were demanded, and 
be of no avail to him. The following 


This is a Diebold vault. 


day the combination could be easily 
altered with the removal of all further 


danger on that score. Once and for all 
the combination lock was made proof 
against unlicensed tampering. 

Meanwhile, the attack against the 
strong box had been developing in quite 
a different direction. One night in 
1866 that celebrated old outlaw Lang- 
don W. Moore opened a new chapter 
in vault history by blowing a safe in 
a factory office in New York. He 
drilled a small hole near the handle, 
inserted a few ounces of common black 
powder, and exploded it by an ordinary 
firecracker type fuse. The door broke 
away and fell out. Moore got his 
booty and demonstrated a new method 
of getting around the provoking com- 
bination lock. This is the first case 
known in which explosives were used 
to beat the vault man, and it introduced 
the second era of unwarranted intru- 
sion into the strong boxes, an era that 
lasted for nearly thirty years. 
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POWDER SUCCUMBS TO DRILL’PROOF 
STEEL 


Back to their work went the inven- 
tors to outwit this last plan. By the 
time they had accomplished it, the old- 
time safes had become about as easy 
for the powder-wise yeggman as the 
old key-locked safes had been for the 
earlier generations of burglars. Plan 
after plan was proposed, tried out, 
and discarded. Finally the tide of 
battle was turned in favor of the safe 
maker by the introduction, along in 
the early nineties, of a new material— 
case-hardened steel. The powder yegg- 
man could not make the least impres- 
sion with his drills on this newly treated 
metal and he slowly retreated before 
the tide of case-hardened steel safes 
that were eagerly adopted by bankers 
throughout the country. The drilling 
of safes as a preliminary means of 
entrance had come to an end. It 


Circular vault door with square architrave. 


form background for door when same is open. 


Carbondale, Pa. 
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simply could not be done in this new 
material. 

The next step by the burglaring 
fraternity was to steal a hint from 
the chemical laboratory. If holes could 
not be drilled in which to place their 
powder, they questioned, can we not 
find an explosive that doesn’t need a 
hole? Thereupon came the introduc- 
tion of nitroglycerin into the tool kit 
of the burglar and with it the birth 
of a new type of criminal mind, the 
“soup yegg.” This advanced cracksman 
had a simple but effective method of 
preparing his soup, as he called liquid 
nitroglycerin, by merely separating it 
from the readily obtained sticks of 
dynamite. 

With this liquid explosive at his 
command, the safe cracker had a 
method of outwitting the drill-proof 
safe that was even less troublesome 
than his former tactics. A little cup 


of common soap clapped to the crack 


This permits a duplicate square panel to 
Vault of the First National Bank, 


This is a York vault. 
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Circular vault door, framed in circular 

architrave. First National Bank and 

Trust Company, Hamburg, Pa. This is 
a Mosler vault. 


around the door frame or combination 
spindle was the first operation. This 
he followed by pouring a teaspoonful 
of nitro into the cup and waiting for 
it to ease its way into the opening. A 
common detonating cap furnished the 
explosion for him, and presto—the first 
layer of steel was conquered. Again 
and again he repeated the process 
administering carefully proportioned 
doses of his nitro to the successive 
obstructions until his booty lay exposed 
before him. 

All this is not quite as easy in opera- 
tion as it sounds in description tor many 
an active criminal career has been 
brought up short by too heavy a 
charge or some other slight mishandling 
of this deadly liquid lightning. Yet 
the fact remains that the cracksman 
had again trumped the safe maker and 
so the battle stood when the last century 
reached its close. 


THE GAS TORCH CUTS INTO THE STORY 


To add to the safe maker’s discom- 
fiture, a few years later the oxyacetylene 
cutting torch came into general use 
and the safe breaker was quick to seize 


upon it as a ready and useful adjunct 
to his operations. “Gas burglaries” 
now became the order of the day and 
the use of the torch grew to displace 
the more dangerous soup methods. 
Safe makers put their highest skill into 
the task of producing a material that 
could effectively resist the burning 
torch, but the government testing 
agencies have not yet been satisfied 
that such a material has been made. 

Gradually it became apparent to the 
designers of vaults that rather than 
continue the endeavor to outwit the 
unauthorized intruder, a more assured 
means of defeating him lay in protract- 
ing the time required to break down 
a vault to such a length that the job 
could not be accomplished in the ‘time 
available to the crecksman. Once the 
wisdom of this became apparent, all 
the safe maker’s efforts were directed 
toward making formidable masses of 
steel and masonry that by their very 
ponderousness and sheer quantity of 
material present obstructions which 
cannot be removed by nitro or the 
torch in the few hours at the burglar’s 
disposal. Herein lies the defeat of the 
yegg. 

The reader has probably inferred by 
this time that the vault of today is not 
absolutely impregnable. It is probably 
safe to say that any vault in the country 
can be opened if the intruder is 
technician enough to know how to 
proceed, has ample facilities for trans- 
porting the necessary equipment and 
is allotted time enough to complete 
the job. Theoretically such a vault is 
not invulnerable, but practically it is 
so. And the deciding element is the 
matter of time. The term “burglar- 
proof” does not mean absolutely unen- 
terable, but it does mean just what it 
says: Proof against entry by any means 
at the command of a burglar in the 
time available to him. 


PROTECTION WHICH PROTECTS 


The modern vault consists of heavy 
concrete walls, deck and roof, armored 
and reinforced with metal, and lined 
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with steel plates of diverse char- 
acteristics to resist the varying instru- 
ments of attack that might be employed 
against it. The doors are of either 
a cast steel shell filled with successive 
plates of steel and torch resisting metal 
or of these same plates without the cast 
steel envelope. They are machined to 
fit into their frames with such exact 
precision that the joint of the closed 
door is actually watertight. So close 
is the fit that a special device is required 
to build up leverage enough to draw 
the door snugly home. The bolts which 
lock the door to the frame are so 
nicely balanced that they operate with 
the pressure of the hand, and the huge 
crane hinge upon which the door is 
swung is fitted with ball and roller 
bearings so truly made that the weight 
of sometimes thirty tons and more may 
be moved by a child. The combination 
locks that are in use defy the detection 
of the combination by the most expert 
locksmith and the time locks rely upon 
four distinct clock mechanisms any 
three of which may go bad without 
The doors vary 


defeating the purpose. 
in the thickness of solid steel from ten 
and twelve inches in the smaller vaults, 
to thirty inches and over in the big 


city vaults. Truly the cracksman who 
essays to enter one of these vaults 
between midnight and dawn has a well- 
nigh hopeless task ahead of him. 

Shortening the time in which the 
burglar may uninterruptedly work is 
one of the objects of the several systems 
of electric burglar alarms. The method 
involked here is the one of releasing 
a huge outside gong within a very brief 
time after the actual operation of pene- 
trating the vault structure has com- 
menced. An attempt to drill the walls 
or burn the door or dislodge it by 
explosives puts the gong into operation. 
Few cracksmen there are with the 
temerity and hardihood to continue at 
their task hour after hour with a 
brazen-tongued fire bell going off on 
the outside ,of the building giving 
notice of their presence and summoning 
the police to their attack. 

Where such service is available, the 


w 


burglar alarm is connected, by special 
wire to police or private detective 
headquarters. Oftentimes, when this 
is done, the gong is omitted so that 
the cracksmen will not be frightened off 
before the police arrive to apprehend 
them. 


TWO MORE INFREQUENT ENEMIES OF 
THE VAULT 


While the burglar is the most trouble- 
some enemy of those whose duty it is 
to guard treasure, there are two other 
more remote possibilities that may be 
entitled to mention. Fire and riot are 
contingenies whose occurrence is un- 
likely but against which the vault 
should not be altogether powerless. 

The danger from fire is not engen- 
dered so much by the heat of the con- 
flagration as it is by the impact upon 
the roof of the vault of heavy bodies 
falling from above. Usually the vault 
which is able to meet the burglar-proof 
test will be structurally able to preserve 
its contents undamaged in a fire. 

A lawless riot or a failure of the 
police powers to function exposes a 
vault to attack, temporarily at least, 
without interference. Safety against 


View of vault door showing the gears 

in detail. Vault of the National Bank 

of Catasauqua, Catasauqua, Pa. This 
is a Diebold vault. 





THE BANKERS MAGAZINE 


such an attack lies in the same precau- 
tions as deter the burglar, while the time 
element is immensely prolonged because 
of the crude and unintelligent methods 
that would be used by the inexperienced 
in the excitement of such an occasion. 
The immense size of our heavy Federal 
Reserve vaults, guarding their hundreds 
of millions of treasure, however, is dic- 
tated more by precautions against riot 
than against burglars. 


TIME AN EFFECTIVE PROTECTION 
AGAINST RIOTS 


The ineffectiveness of crude methods, 
born of the moment, in effecting en- 
trance to a vault is illustrated by a case 
lately featured in the public prints. In 
this instance in the course of a prohibi- 
tion raid a forcible entrance was made 
into a liquor vault by government agents 
unskilled in such work. They consumed 
three hours of time on the task and well- 
nigh demolished the room in which the 
vault stood before they were successful. 
Yet this particular door was actually of 
such construction that an _ ordinarily 
competent yegg could have gained ad- 
mittance in a minute and a half without 
soiling the carpet or waking a sleeper on 
the floor above. The time element in 
this attack was immensely prolonged as 
it always is wherever methods other than 
the most advanced are used. Herein 
lies the principal security against a mob 
attack during an eclipse of the powers 
of law and order. 


EQUIPMENT TO MEET THE 
REQUIREMENTS 


So it is that in deciding upon the 
vault equipment for his building, the 
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banker’s efforts are not to secure abso- 
lute impenetrability, but rather that de- 
gree of security which his particular con’ 
ditions require. This country offers 
countless attractive opportunities for the 
cracksman to exercise his talents upon 
vaults that are comparatively easy of 
entrance. Cracksmen are not fools, and 
the banker who has built his new vault 
so strong that a burglarious attempt will 
be a hazardous and problematical pro- 
ceeding can be pretty well assured of 
freedom from their attentions in favor 
of the bank with a less formidable strong 
box. 

Business prudence dictates that the 
degree of security which he provides be 
sufficient to resist any attacks that will 
probably be made by any of the known 
agencies for a long enough time to delay 
success until detection is practically cer- 
tain. 

Such vault construction is fairly 
costly, rapidly mounting as the effective- 
ness is increased and the complexity of 
the devices multiplied. The inexperi- 
enced cannot gauge the true value of a 
vault by looking at it or reading a de- 
scription of it. Much money can easily 
be expended upon a vault to enhance its 
appearance without adding a jot to its 
effectiveness or security. Candor com- 
pels us to say that, on the other hand, 
in an effort to reduce the cost, much is 
sometimes omitted from a vault that un- 
forgivably diminishes the protection 
without making its absence visible. In 
making his decision the banker must 
steer a prudent course between these 
two extremes. The ideal is to secure 
the adequate degree of protection to 
meet his particular requirements at the 
minimum of cost. 


Z 
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The Financial Status of Small 
Borrowers 


By Howard WRIGHT HAINES 


T IS reported that Henry Clay once 
if went to the Riggs National Bank, 

Washington, D. C., to borrow 
$250.00. The Bank assured Mr. Clay 
that, while his credit was A-l, a rule 
of the bank compelled it to insist upon 
an endorser. So Mr. Clay hunted up 
Daniel Webster. 

“Sure,” said Mr. Webster, “but as 
I also need $250.00 give them a note 
for $500 and we'll split it.” 

Today most of the banks and 
branches operating personal loan de- 
partments are asking for two endorsers. 
And frequently the borrower and his 
two co-signers go Henry and Daniel 
one better by ‘tri-secting’ the proceeds 
of the loan. Loans are being used for 
almost every imaginable purpose and 
many types of individuals may be found 
at the bank’s small loan desk. 

Still, by sufficient perseverance it is 
possible to boil down to round figures 
the type of borrower who frequents 
the small loan department. Before 
engaging in this specialized type of 
banking, it is well to know the con- 
ditions under which our customers 
live; where they are employed; what 
their financial assets usually consist of; 
and why they borrow. With these 
facts correctly established, some decision 
may be reached as to whether small 
borrowers, collectively speaking, are by 
the use of small loans improving their 
social and financial status. 

More than one hundred banks have 
made endorsed loans to small borrowers 
on the monthly-payment plan during 
the past four years. By means of 
averages developed by these institutions 
it is possible to present the figures 
herewith. Before going into these totals 
we may classify 1000 small borrowers 
in the average bank’s note case, as 
follows: 


(A) 898—Those who take their obligations 
seriously; meet payments promptly 
and sustain faith in personal 
loans. 

51—Those who are overtaken by un- 
employment, sickness and other 
forms of emergency before their 
loans are paid. It is necessary 
to adjust their payments, and 
in certain instances, increase their 
loans to carry them through to 
shore. 

39—Those who over-borrow, usually 
because they are not careful 
managers. The easy-going type 
that never gets entirely out of 
debt; must be watched carefully 
and continually. 

12—-In the case of twelve out of 
each thousand bankruptcy, shut- 
downs, dishonesty, death, or dis- 
appearance, prevent the collection 
in full of their accounts. About 
one-half of loans in this class 
are uncollected, which account for 
the one-half of one per cent. 
losses reported by the average 
bank. 


(B) 


(C) 


(D) 


Naturally there is a variance of per- 
centages regarding delinquencies and 
losses in any two banks, but the above 
averages reduce the margin of doubt 
to a small degree. Having engaged in 
the making of small loans carefully 
approved and supervised, our losses 
and past due payments on each thou- 
sand loans carried will amount to 
approximately the numbers set down. 
Thus, even before entering the field, 
we know fairly well how our note- 
case will analyze within the period of 
one or two years. 


BORROWERS’ INCOMES 


Now to go further, let us leave the 
bank and pay a visit to the thousand 
borrowers. We will then perhaps 
understand more fully how the delin- 
quencies and losses come about. We 
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will also have a much clearer concep- 
tion of small borrowers. 


INCOMES* 


Salary Per Married Single Single 

Month Couples Men Women 
$25 or less ee pier 42 
$25 to $40 65 99 254 
$40 to $80 192 321 387 
$80 to $125 297 318 158 
$125 to $150 221 153 99 
$150 to $200 135 62 53 
$200 to $250 64 17 7 
$250 to $350 16 18 eae 
$350 and upwards 10 12 





Total loans analyzed 1000 1000 1000 


*Incomes as 


blanks. 


reported on _ application 


While the largest percentage of mar- 
ried couples borrowing receive from 
$80 to $125 per month, reports show 
many young men, young women and 
older women borrow on incomes from 
$40 to $80 monthly. A foregone con- 
clusion, verified by this study, is that 
in opening a personal loan department 
the institution must assume the neces- 


sity of supervising a large portion of 


domestic budgets for borrowers. Under 
depressed economic conditions the bank 
is called upon to give an _ increased 
amount of free counsel because of un- 
employment. To furnish as_ nearly 
accurate idea of the number of adjust- 
ments that may be necessary in slow 
years, the averages shown in the table 
below are interesting. 

While realizing the menace that un- 
employment may become to the makers 
of endorsed notes and the necessity 


to place regular rates of interest suf- 
ficiently high to cover, it is encouraging 
to notice from these averages that 154 
married men and women, 142 single 
men and 161 single women, when 
thrown out of employment, either re- 
sumed their former positions or were 
able to create new connections within 
one month’s time. And only nine 
married couples were unemployed for 
the full period of twelve months. Of 
the 443 unemployed for varying 
periods, 294 listed cause of unemploy- 
ment as shut-downs, 67 illness, and 92 
gave miscellaneous causes such as injury, 
labor troubles, and so on. 


EFFECT OF UNEMPLOYMENT 


The first thought that comes to most 
bankers when told that a borrower has 
been reduced in income or thrown out 
of employment is “How may the bank 
arrange to carry the note for an indefi- 
nite period with safety?” In other 
words, what tangible assets does the 
borrower possess? The bank may not 
wish to take a lien on the borowers 
home, his car or his furniture, but 
whether or not he has these things 
and just how much his equity is, has 
a great deal of bearing as to whether 
or not the bank is justified in carrying 
the load. 

Apparently small borrowers are not 
greatly interested in real estate. At 
any event they are making up for 
lack of realty by insisting on fresh air 
and sunshine. It is pointed out from 
the tables shown that only 102 married 


UNEMPLOYMENT DURING COURSE OF LOANS* 


Period of Unemployment 


Unemployed one month 
Unemployed one to two months 
Unemployed two to three months 
Unemployed three to four months 


Married 
Couples 


Single Single 
Men Women 
142 161 
78 113 
67 46 
23 12 


Unemployed 
Unemployed 


four to six months 
six to eight months 


28 
6 


9 
8 


Unemployed eight to twelve months 4 11 
EMPLOYED FULL PERIOD OF LOAN 652 640 


Total Loans Analyzed 1000 1000 


*Figures for 1932: Totals are one-third greater than 1931 and double those of 1930. 
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AUTOMOBILES 


Owning autos clear 

Owning autos subject to $100 
Subject to lien of $100 to $200 
Subject to lien of $200 to $300 
Subject to $300 or more 

NOT OWNING CARS 

Not reporting 


Loans analyzed 


couples out of the thousand do not 
own a car and only 27 single men 
in the thousand are without cars. 
During the past year many borrowers 
have found that when cars were not 
used for necessary transportation they 
could be sold for the purpose of 
liquidating their loans and this policy, 
when resorted to, assisted in prevent- 
ing a greater volume of frozen small 
notes. 

At this point, let us remember that 
in the case of collateral note of large 
denomination, when the value of the 
security diminishes the bank frequently 


finds the borrower's ability to pay 


reduced at the same time. Thus both 
borrower and bank meet a dilemma, 
dificult of solution. In the case of 
small loans with impaired or exhausted 
security, the size is small enough that 
it may be carried for a considerable 
length of time and the possibility of 
the borrower reassuming a position 
of regular income and liquidating the 
small amount involved is much greater 
than in larger loans. 

Recently indirect profits from small 
loans have been criticized by some 


Married 
Couples 


Single Single 
Men Women 
39 205 
240 174 
383 241 
223 188 
60 81 
28 79 
27 32 


1000 


1000 


bankers, who feel that predicted in- 
direct profits have been overestimated. 
Under present conditions it must be 
assumed that new contacts through 
small loan departments will be much 
less in number than on a rising tide 
of prosperity. The figures shown in 
the accompanying table indicate only 
thirty-three out of the thousand new 
safety boxes, but undoubtedly large 
numbers of small borrowers will carry 
word of the bank’s services to many 
not familiar with them and ultimately 
result in definite profits besides the 
discount charged on the loans. 

Small borrowers cannot be expected 
to maintain checking accounts of profit- 
able size, unless profit is figured on 
service charges to cover such accounts. 
The seventy-three savings accounts 
shown in the table are only accounts 
maintained while loans are in effect. 
Only a few. banks have kept totals 
of saving accounts retained after small 
borrowers have paid their loans in full. 
One reports that 8 per cent. of small 
borrowers pay their loans and remain 
as permanent savers. Another places 
the percentage at twelve out of each 


REAL ESTATE HOLDINGS* 


Owning Home Without Incumbrance 
Owning other real estate 


Married Single Single 


Men Women 
80 87 
7 4 


Owning home, subject to mortgage or buying 


on contract 
Not owning real estate 


113 176 
778 719 


Reporting real estate recently purchased with 
small down payment, equity questionable.... 22 14 


Loans analyzed 


*Figures taken from application blanks. 
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DO SMALL BORROWERS KEEP BANK ACCOUNTS? 


Checking accounts less than $100 
Saving accounts, less than $100 
Christmas savings 

Safety box 

Two or more kinds of accounts 


Married 


Single 
Couples 


Men 

132 
66 
28 
26 
22 


Single 
Women 


Buying stock, bonds or securities through the 


hundred. Clearly this avenue of perma- 
nent profit depends on the individual 
bank’s advertising program and plan 
of follow-up directed to its personal 
loan contacts. 

During the past two years a new 
theory has crept into the loan policies 
of many leading banks. The older 
viewpoint with most larger institutions 
has been that banks should restrict 
advances exclusively to collateral. The 
definition of collateral was anything 
that could be placed with the bank 
having immediate market value. Such 
loans were made usually for 30, 60, 90- 
days or longer periods. A tendency 
in handling this type of loan especially 
in periods of rapid fluctuation in value, 
is to spend too little time in watching 
the receding price of the securities 
with the result that security value falls 
below the unpaid balance, and ‘the 
earning ability of the borrower is 
insufficient to liquidate the account. 


ABILITY TO REPAY THE NEW CREDIT 
THEORY 


The more modern theory applicable 
both to loans in the small loan depart- 


ment and to larger advances is 
that the ability of the borrower to 
repay must be first considered, his 
collateral second. A loan made with 
the belief that the borrower will never 
be able to redeem his collateral places 
the bank in the position of a speculator. 

The oldest personal finance corpora- 
tion in the nation advances the ‘repay- 
ment viewpoint’ as the cornerstone of 
its continued success over half a century 


23 
703 


1000 


730 


1000 


of operation. There is no question 
about the economic soundness of per- 
sonal loans as handled by personal loan 
companies, industrial banks or com- 
mercial bank’s small loan departments. 
Their safety, when properly supervised, 
has been substantiated by the records 
of loan companies operating from coast 
to coast. The question after carefully 
considering the available facts, is: “Is 
it possible for banks to attempt to offer 
the service necessary to small borrowers 
at low rates?” Most banks are now 
reducing the cost of operation. This 
general reduction of expense almost 
requires that many small loans, with 
their high cost of handling, be care- 
fully restricted. Commerce and _ in- 
dustry must be served and in making 
these loans of large denominations 
banks may well apply the monthly 
repayment plan when possible. The 
ability of the borrower to meet the 
payments as scheduled is the secret 
of successful small loans and it is 
also the safeguard that may be like- 
wise applied to larger loans. 

In summarizing, we may say that 
during the past few years banks gen- 
erally, by participation, have become 
convinced that small loans are both 
practical and scientific. 

Although certain institutions  at- 
tempted to make small advances at 
too small a charge, they are none the 
less certain of the soundness of such 
loans. The swing back to increased 
incomes, the better buying and saving 
levels should open the way for much 
better service to small borrowers. The 
man of high income who temporarily 





THE BANKERS MAGAZINE 


needs a few hundred dollars without 
collateral, may obtain the amount by 
having two of his friends endorse his 
note at the bank's personal loan depart- 
ment. The man of medium or small 
income may apply for a loan on his 
furniture, car or character at the per- 
sonal finance company, knowing that 
no bank can possibly handle the type 
of loan he needs for less than the 
214 per cent. to 314 per cent. per 
month on unpaid balances now legalized 
by the Uniform Small Loan Act in 
more than half of the states. Thus, 
the banker by careful study imposed 
by participation, is convinced in greater 
numbers than ever before of the actual 
costs of small loans. Borrowers on 
small incomes and possessing no bank- 
able collateral and no endorsers, apply 
daily at the bank’s small loan depart- 
ment. Aware of the limitations of 


the small loan the loan manager freely 
refers them to realiable personal loan 
companies who can handle this kind 
of loan and offer the aid and guidance 


to the borower that the bank cannot 
furnish. 


SMALL BORROWERS NOW PROTECTED 


So it is that small borrowers have 
received more consideration in recent 
years. They are more fully protected 
against unscrupulous lenders. Gradu- 
ally the reputation of the small loan 
business thas improved. In addition 
to several hundred leading banks, who 
have realized they may handle the 
top layer of small borrowers, many 
prominent leaders have assisted in the 
organization and capitalization of per- 
sonal loan companies, offering a com- 
plete service. Salary buyers have 
greatly decreased in number, their place 
being taken by these banks and respon- 
sible companies. 

No summary of small loan activity 
is complete without a word regarding 
the development of the industry as 
carried on by the Russell Sage Founda- 


tion. In 1916, after an extended study 
of small loans and experimental legisla- 
tion, the Uniform Small Loan Law was 
drafted. The committee which signed 
the agreement with the Foundation on 
November 29 of that year, consisted 
of: L. C. Harbison, now president 
of Household Finance Corporation; 
F. R. Hubachek, Attorney of Minne- 
apolis; J. H. Aufderheide, now presi- 
dent Commonwealth Loan Company; 
C. H. Watts, now president, Beneficial 
Management Corporation; Clarence 
Hodson deceased, formerly president 
of Beneficial Management Corporation; 
Edgar P. East of Connecticut, and 
other prominent leaders at that time. 

The drafting of the Uniform Small 
Loan Act and its subsequent improve- 
ment and passage in various states has 
done much to acquaint banks with the 
soundness of the business and the fact 
that the great class of our population, 
made up mainly of wage-earners, must 
borrow from time to time to meet the 
various vicissitudes of life. Rates asked 
by banks on personal loans will average 
from 10 per cent. to 20 per cent. 
Personal finance companies impose 
small charges in the twenty-five states 
which have passed legislation based on 
the Uniform Small Loan Law. All in 
all, the mass of our public needing 
small loans should have no complaint 
from now on. 

By careful guidance and training in 
budgeting and controlling individual 
incomes, it is possible that large num- 
bers of America’s population may, 
within the next few years, be educated 
out of the borowing channel into the 
sun-lit waters of consistent saving. 
Even great men like Henry Clay and 
Daniel Webster found themselves in 
immediate need of small sums at times. 
But unlike them, millions have never 
known how to borrow. Now is being 
opened before them the way to proper 
borrowing, careful disbursement, and 
frugal saving. 





Where the Breed Runs True 


HE following item is reprinted 
from a recent issue of “Credit 
Where Credit Is Due,” edited by 


Bertram Lewis, vice-president, Commer- 
cial Credit Company: 


He was of the old New England stock. 
He hadn’t had much luck in recent years. 
His own place was unproductive except to 
the extent of providing him and his family 
of five with the milk, eggs, fruit and 
vegetables required to keep breath in their 
bodies. He hired out for day’s work in a 
nearby orchard and last spring they didn’t 
need him right along. He stopped by the 
house and asked if we could use him. We 
could, for that one day, and put him at the 
job without a dicker as to rates or working 
hours. His son, aged seven, was along. We 
put him on for a short time, too, collecting 
the winter covering of leaves from the peren- 
nial garden. 

By half past five the work we had laid out 
was finished and the father came up to the 
house to report its completion. 

“I didn’t ask your rate per hour,” we 
said, “but I'd like to pay you spot cash and 
be sure I don’t forget it. ‘What's my bill?” 

“Well,” he ruminated, “at the orchard 
when I'm working steady I get thirty-five 
cents an hour. I don't see how I can fairly 
charge you any more. I've only worked 
eight hours today and that makes two- 
eighty.” 

“But this was day's work,” we answered. 
“You're entitled to more than your regular 
rate for a special job like this.” 

“Well, I wouldn't know what to make it. 
I guess I'm worth what the orchard pays me. 
Two-eighty'll be all right.” 

“I'm paying the boy, too, of course. I 
don’t know what he ought to get. I'd like 
to pay him fifty cents at least. He gave us 
that much fun while he was on the job.” 

“It's too much. It'd spoil him. Give him 
thirty cents to take himself and two others 
to the school movies and he'll be tickled silly. 
I don’t want him gettin’ wrong ideas of what 
he’s worth-—at this age; he'll do that plenty 
soon as it is, like enough.” 

They hadn't had a luxury, as city folk rate 
values, in a dozen years, that farmer family. 
The parents worked hard for a meager return 
and the children helped in every way they 
could. They lived on a back road away 
from the traffic. They couldn't afford a radio. 
The occasional movies they saw were care- 
fully chosen for the children’s sake. So the 


jazz age had passed them by completely. 
They stood for the simple American virtues 
of hard work, thrift, a neighborly spirit and 
deep sincerity. 

Three dollars and ten cents was all we 
could make the father take for an eight hour 
day of his own time plus a couple of hours 
of his boy's. That was fair, he said, and 
every cent he'd accept from a square-dealing 
neighbor. Not for any consideration would 
he barter friendship or his sense of what was 
right, for a few paltry pennies. This in the 
depression year of 1932. 

How many like him there may be tucked 
away in the nooks of this nation no census 
will show, but far more than the headlines 
suggest. They hold the torch passed along 
from Plymouth Rock, Jamestown, Lexington, 
Valley Forge, Cowpens and King’s Mountain. 
They stand for independence, quiet self-re- 
spect, fair dealing, service, friendliness. 

They are the old tradition and so long as 
we still find them in the flesh, we need not 
weep about America. Raucous and frothy 
she may have become where the limelight is 
focused, but back in the hills and the 
meadows she still has a soul than which none 
finer ever crossed the human stage. 


GUARANTY TRUST AGREES TO 
“SHARE WORK” 


THE Guaranty Trust Company of New York 
has announced its co-operation with the 
“Share-the-Work” committee in the follow- 
ing letter from William C. Potter, president 
of the Guaranty Trust Company, to Walter 
C. Teagle, chairman of the committee: 

“We are prepared to co-operate with the 
suggestion made by your committee to the 
New York Clearing House Association and 
their subsequent recommendation. 

“To that end we have decided to ask every 
employe to take a vacation of one day per 
month without pay, and our officers will be 
asked to take two days a month under similar 
conditions. 

“The saving thus effected is to be used as 
follows: 

“(a) To assist financially employes who 
through misfortune are in circumstances 
threatening their health and happiness, which 
are so essential to satisfactory service; 

“(b) To further help the local situation 
through giving temporary employment to a 
limited number of men and women, pref- 
erably former employes; 

“(c) To carry excess employes.” 





What the Depression Has Taught 
Us About Real Estate Loans 


By Rosert Louis HoGuet 
Vice-President, Emigrant Industrial Savings Bank, New York 


the last two years have been fruit- 

ful ones in at least one aspect: 
They have been years in which we have 
experienced remarkable occurrences. If 
we learn from experience, we must have 
learned a great deal since the peak of 
the real estate boom. 

Our difficulties with respect to real 
estate mortgages are all of them due to 
the fall in rental values that has taken 
place in 1931 and 1932. If mortgages 


F ts tat ewo is in agreement that 


have become difficult to collect, either in 
whole or even in part; if we have had 
to reduce interest rates and collect in- 
terest in small installments; if foreclos- 
ures have greatly increased, it is simply 


because the price or value of real estate 
has followed that of other commodities 
in a long and great decline. Some as- 
pects of that painful story may be noted. 

First, we cannot very well get away 
from the fact that, at least in and about 
the Metropolis, there was, in the period 
1926-31, a real overproduction of build- 
ings of all kinds. Deceived by the 
mirage of an eternal prosperity, we 
erected in that period—unfortunately 
in a high labor and commodity market— 
not only an unending number of high- 
class loft buildings, hotels, theaters, etc., 
but also cheaper tenements and private 
homes in excess of the normal require- 
ments of the growth of population. 
When the boom collapsed, we found 
ourselves with too much building of 
every kind. 

Second, incomes fell off, people started 
to economize, to double up, to forego 
more expensive habitation for cheaper ac- 
commodations; commodity prices fell, the 


From an address before the New York 
Savings Bank Association 


dollar volume of business declined, and 
business people of all sorts found it im- 
possible to pay the rent which they had 
contracted to pay in the expectation of a 
materially higher price scale. Economiz- 
ing in the matter of entertainment and 
pleasure made havoc with the income of 
hotels, theaters, and other places of 
amusement. Business failures brought 
many a lease to an untimely end. Real 
estate suffered from the curtailment of 
both business and personal income. Rents 
fell, not only nominally, but actually. 
Schedule rentals were, of course, cut in 
order to attract tenants. But even worse 
than the nominal cut was the fact that 
vacancies increased alarmingly, in every 
kind of building. 

The situation was, of course, aggra- 
vated by the phenomena which always 
attend a rapid drop in the price of any 
commodity. Competition developed; 
price cutting carried rents even lower; 
foreclosures brought properties on the 
market at a lower rent scale, and the 
plight of the honest real estate owner 
was made worse by the “milker” of real 
estate. 

As in the case of many other com- 
modities, real estate suffered not only 
from the twin maladies of overproduc- 
tion and underconsumption but also from 
the fact that as all prices went down, the 
cost of labor and of building materials 
similarly declined, and it became pos- 
sible to produce new buildings at from 
three-quarters to one-half of their 1927 
cost. Only a small part of greater New 
York real estate is sold to the consumer. 
The greater portion is rented to him, 
over a long period of years, and in the 
very nature of things remains a com- 
modity seeking a market long after it is 
called upon to meet the competition of 
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buildings produced at a much lower price 
level. 

Again, real estate suffers from an af- 
fliction which no other commodity is ex- 
posed to. It is the only, or practically 
the only, commodity which is subjected 
to a direct, annual tribute or levy which 
is prior to every other charge against it. 
I refer, of course, to our system of direct, 
site-value taxation. Our savings bank 
statute permits us to invest in first mort- 
gages on improved real estate. That ex- 
pression is not an accurate one. Loans 
on churches and educational institutions, 
not subject to taxation, are real first 
mortgages; and that is one reason why 
such mortgages are, generally speaking, 
such satisfactory investments. But the 
ordinary mortgage loan is not a first 
mortgage. The first mortgage on the 
property is held by the state, or some 
division of it, and to that mortgagee the 
property owner pays annually a rent of 
from 2 per cent. to 3 per cent. on a 
valuation which, in times like the pres- 
ent, is almost invariably in excess of the 


real market value of the property. Your 
bank and mine are subsequent in lien to 
that mortgagee. 


WHAT HAS HAPPENED TO MORTGAGES 


It is not surprising that as a result of 
the conditions above set forth the mort- 
gage situation in 1932 became almost 
chaotic. When we consider that the 
ordinary real estate mortgage is supposed 
to be 55 per cent. to 60 per cent. of the 
value of a property, and that the actual 
income of many properties in 1932 will 
not be more than 50 per cent. of the in- 
come of the same properties in 1928, or 
1929, or even in 1930, it is easy to see 
why mortgages should have become il- 
liquid and uncollectible. Rentability— 
the basic factor in all real estate value— 
has been greatly impaired. That impair- 
ment was progressive in 1931 and in 
1932. Hence the freezing up of the 
mortgage portfolio, the disinclination of 
the favored few who had money to in- 
vest to put it in mortgages, and the high 
rates of new mortgages, as well as the 


substantial discounts which sellers of 
mortgages were obliged to concede, if 
they insisted on disposing of their invest- 
ments. Hence, also, the concessions 
which so many holders of mortgages are 
obliged to make to property owners, by 
way of reduction of interest, and ex- 
tension of time for the payment of prin- 
cipal. Such is the sad story of the de- 
pression so far as it has affected and still 
affects real estate, and real estate mort- 
gages. How have our loans reacted to 
it, and have we learnt anything as to 
the respective abilities of different kinds 
of loans to meet the depression without 
succumbing to it? 

Speaking quite impersonally, and bas- 
ing myself wholly upon the results of the 
actual experience of an institution whose 
mortgage investment is largely repre- 
sented by loans on churches, schools and 
similar institutions, I have no hesitation 
whatever in saying that the best mort- 
gage loan is a loan on a church, school, 
hospital or similar institution—an enter- 
prise not organized for profit, which 
represents an effort of a group of people 
to erect and maintain something that is 
the expression of an ideal. 

Perhaps one reason why institutional 
loans have, as a class, stood the acid test 
of the depression better than any other, 
is the fact that such loans are the only 
real first mortgage loans that it is pos- 
sible for lending institutions to make. 

I have already touched on the peculiar 
value to a mortgage lender of the prin- 
ciple of tax exemption. A mortgage on 
tax exempt property is a true first mort- 
gage loan to the service of which avail- 
able revenue can be devoted ahead of 
any other requirement. 

Even aside from the great advantage 
of tax exemption, church and institu- 
tional loans have proved valuable because 
in the best sense of the word they are a 
self-liquidating security. In plain Eng- 
lish, they are loans that are intended to 
be and are, ultimately, paid off, and we 
all know the final test of a good loan is 
its ability to pass out of existence as 
rapidly as possible. Parties interested in 
a church or a school or a hospital are not 
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usually interested in a permanent loan. 
The loan they make is one usually se- 
cured in aid of a building project and is 
paid off, and if not paid off in full, it is 
reduced to a point where there is no 
question of its safety. 

Finally, an institutional loan is not a 
business transaction. An_ institutional 
enterprise is an attempt to give material 
expression to an ideal, and ideals persist 
even in depressions. 


SMALL LOANS ON INDIVIDUAL HOMES 


Next in order to church and institu- 
tional loans I would class small loans on 
individual homes. They also have an 
ideal as distinguished from a purely ma- 
terial aspect. They are, very frequently, 
self-liquidating in the sense in which I 
have used the expression. Home owners, 
to a very large extent, intend to pay off 
their mortgages and have made arrange- 
ments to that end which depressions do 
not entirely upset even though they may, 
to some extent, impair or delay them. 
It is a truism that a man will cling to his 
home when all else has disappeared. A 
mortgage on an individually owned, 
small home is almost invariably accom- 
panied by the individual bond of the in- 
dividual holder, and this is an additional 
reason why such loans have stood up re- 
markably well throughout the depression. 

Immediately next to the loan on the 
small, individual home, I would place 
loans on residential property—tenements, 
medium-priced apartments, two and three 
family houses, and similar properties. 
People have to live somewhere and must 
pay some rent. They must eat; must 
buy toothbrushes and tobacco, news- 
papers and drugs, and must have at 
least some renewal of raiment. No de- 
pression can render this type of property 
useless or completely empty. Moreover, 
this type of building is usually owned by 
an individual or by individuals. It rep- 
resents not infrequently the life savings 
of the owner, and he will struggle to 
protect it, adding to the diminishing in- 
come of the property moneys taken from 
other sources for the purpose of paying 
the taxes and the mortgage interest. 


Speculative residential property is 
much less desirable as the basis of a sav- 
ings bank loan. It usually represents a 
business venture, pure and simple. It is 
almost always owned by a corporation 
and is expected by the individual owner 
or owners of the capital stock of that 
corporation to stand on its own feet. 
His or their attitude towards it is, “heads 
I win, tails you lose.” If the weather 
is fair and the rents are abundant, the 
owner will look upon it as a striking ex- 
ample of his own business acumen and 
the mortgage interest will be paid. His 
position will be that of a middleman col- 
lecting from his tenants, paying his 
mortgage interest and taxes and pocket- 
ing the difference. But, when the storm 
signals are set and the rent roll becomes 
insufficient for the payment of taxes and 
interest, he is likely to lose interest in 
his venture. He will rapidly convince 
himself that the true owner of the prop- 
erty is the mortgagee, and he will turn 
it over to the mortgagee and let the 
mortgagee work out the salvation of the 
property. 

I rate exclusively business property in 
an even lower category. It has all the 
weaknesses of the large scale speculative 
residential building, plus the additional 
one that its tenants will more readily 
fail to pay their business rent than they 
will their residential one. In this cate- 
gory are loft and office buildings and so- 
called taxpayers. 

Specialties are, of course, the dregs of 
the mortgage list. Industrial properties 
are early sufferers in the history of any 
depression. Their value is solely the re- 
sult of their own special business, and 
when that special business fails the value 
fades out of the picture completely. It 
is not a question of a diminishing rental, 
but one of complete insolvency and total 
shut-down, and the mortgagee, coming 
into possession, finds not only no income 
but a plant on which he is actually 
obliged to spend money for its protection. 

Amusement properties, theaters, etc., 
are also peculiarly subject to depression, 
for the reason that they are largely de- 
pendent for their support on the surplus 
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income that exists only when times are 
good and ceases to be available to so 
large an extent when a depression re- 
duces incomes and compels the limita- 
tion of outgo to actual necessities. 

Social clubs, both urban and country, 
possess similar characteristics. 


LOANS ON VACANT LAND 


Loans on vacant land require no 
special comment. It is the one type of 
loan which the statute gives special 
recognition to, in that it prescribes that 
loans on vacant land shall not exceed a 
40 per cent. limitation. There is at 
least this much to be said for a loan on 
vacant land, namely, that it can hardly 
be the subject of illusion, for everyone 
knows that it produces no income and 
that the taxes on it must be paid by 
moneys derived elsewhere than from the 
land itself. Inasmuch as in a depression 
vacant land is to all intents and pur- 
poses utterly unsalable, it might well be 
said that a loan on vacant land is in the 
last analysis a loan made solely upon the 
general or outside credit of the borrower. 

If I were asked to formulate a gen- 
eral principle that might serve as a basis 
in the classification of mortgage loans 
from the point of view of their value, I 
would say that a mortgage loan seems to 
be desirable in the proportion in which it 
represents a loan based on human values, 
rather than a loan based upon material 
values. The greater the element of hu- 
man personality, the stronger the char- 
acter of the collateral. It is not acreage, 
nor site value, nor bricks, nor mortar 
that makes a good mortgage loan, but 
the presence in the picture of a solid 
and substantial borrower who under- 
takes to use your money at a fair rate of 
interest, for a definite purpose and with 
a well-considered intention of repaying. 
It comes back pretty much to the dictum 
that character is the ultimate basis of all 
collateral. It is the character of your 
borrower that makes the ultimate real 
value of his collateral, and this is: par- 
ticularly true in the real estate field. 
Modern practice, I admit, makes it diffi- 
cult for a mortgage lender to keep in 


touch with the owner of the property, 
but the extent to which this can be done 
is the key to the sweetness of the mort- 
gage portfolio. 

So much for one sort of loan con- 
trasted with another. 

It would seem to follow from what 
has been said that recent experiences 
have also taught us that what may be a 
proper margin of safety in the case of 
one type of collateral is not a proper 
margin in the case of another type. The 
depression has, it seems to me, made it 
clear as an objective fact that the statu- 
tory margin of safety is not a sufficient 
one in every case. I do not know why 
60 per cent. of an assumed real value 
was fixed as the maximum beyond which 
no savings bank could lend, but I am 
quite clear that if the theory of the 
statute was that improved real estate 
would not shrink within a three or five 
year period more than 40 per cent. of its 
appraised value, that theory has been 
exploded. We all know of actual cases 
where properties may be bought today 
for less than 60 per cent. of the amounts 
for which they were sold during the 
period 1925-30, and the long list of 
institutional foreclosures is eloquent 
proof that a 60 per cent. loan of a care- 
ful appraisal is no insurance against 
ownership by the mortgagee. I do not 
advocate a change in the statute, but I 
feel that every case should stand on its 
own feet and that while a 70 per cent. 
or 75 per cent. loan might be perfectly 
safe with respect to one type of collateral 
and one type of borrower, a 40 per cent., 
or even a 35 per cent. loan might be ex- 
cessive in other cases. 


WHAT OF THE FUTURE? 


And now, as to the future: 

It is an old saw that real estate is 
always the last thing to go down, and 
the last to go up. I believe it to be a 
true statement. 

Much help can be derived, of course, 
from the movement to cut down the cost 
of government, and reduce the burden 
of taxation. Present day assessments, in 
the metropolitan district, are almost uni- 
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formly much too high, and must be ma- 
terially reduced. This must be accom- 
plished without increasing the rate, and 
this can only be done by reducing sal- 
aries, and eliminating many municipal 
employes who do not discharge a neces- 
sary or a useful function. It is recog- 
nized that this, in turn, will produce a 
new class of unemployed, which some- 
how or other will have to find a liveli- 
hood in some form of what, it is hoped, 
is a growing revival of general business. 
It is pretty much a mathematical proposi- 
tion, however, that until actual rents can 
be brought back to their 1928 levels, 
mortgages made on the rental basis ex- 
isting at that time will not have the es- 
sential elements of soundness. 

What can the savings banks, and 
other financial institutions do in a prac- 
tical way to help raise the rental value of 
real estate? 

First, it seems to me, there should be 
a general discouragement of new con- 
struction. I am not speaking now of the 
improvement of existing buildings, or of 
the reconstruction of slum areas, or the 
creation of better types of improvements 
on land which is already, in the technical 
sense, improved. On the contrary, I 
think that every bank should be prompt 
to assist as far as possible in the ameliora- 
tion of any existing improvement. Such 
a step is not only in the interest of pub- 
lic policy, it is a distinct improvement in 
the bank’s own security. Generally 
speaking, however, it would not seem to 
me to help the present situation to make 
building loans which must inevitably re- 
sult in the throwing on an already super- 
saturated market of new buildings which 
are not needed, and which can only serve 
to take away from the buildings on which 
you and I have mortgages the tenants 
which our mortgages are vitally in 
need of. 

Speculative building is a great thing, 
but the speculator has had altogether too 
easy a time. He has speculated often on 
as little as a 10 per cent. margin. If he 
were obliged to speculate with his own 
money, he would not biéild so much nor 
so rapidly, and the building industry 


would be infinitely more stable than it 
has been in the past. 


NEED FOR CO-OPERATION 


Finally, there is urgent need for co- 
operation on the part of lending institu- 
tions in the shaping of proper policies in 
the production of rentable real estate. 
Production must be regulated, so as to 
keep the market from becoming glutted. 
We must endeavor to stabilize the value 
of real estate by regulating the supply, 
financing new building only where and 
when new building will be taken up, 
and abstaining from doing so where and 
when there is already a sufficient supply. 
Concerted policies have been the salva- 
tion of many industries, and it is high 
time that concerted action by respon- 
sible lending institutions should be ap- 
plied to real estate. Many of our pres- 
ent ills are due to irresponsible private 
investment houses whose bond issues, 
sold by high pressure methods, and 
erected on unsound foundations, made 
possible so much, and so improvident, 
building. It has been suggested that in 
the metropolitan district the principal 
lending institutions might collaborate in 
the formation of a mortgage institute, 
where the needs of the real estate situa- 
tion might be discussed, and a sound 
method of financing such needs ‘might 
be elaborated. As matters stand now, 
some dozen or so of large institutions 
make loans, each one acting on the in- 
itiative and judgment of its own officers, 
and practically without reference to the 
views of anyone else. Should an inex- 
perienced or dishonest outsider attempt 
to invade the field, there is no method of 
preventing him from so doing, nor any 
practical way of putting the scab label 
on his goods. Had such an agency been 
in effect for the last ten years in the city 
of New York, we should not have had 
such overproduction of buildings. Many 
real estate bond issues whose collapse has 
so discredited real estate, would never 
have been floated, and real estate would 
have passed through the depression of 
the 1930’s with very much less deflation 
than it has experienced. 
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Such an organization might also be 
able to put together and maintain a 
credit department almost as highly or- 
ganized as those in the commercial banks. 
In the past, among savings banks in gen- 
eral, the mortgage lien upon the prop- 
erty has been considered in itself as sufh- 
cient credit security. The last two years 
have shown, however, that the irrespon- 
sible eagerness of speculative borrowers 
to dump a deed in the lap of the mort- 
gagee arises from a wholly false concep- 
tion of a borrower's obligation. It shows 
a lack of personal business integrity. It 


is these defaults in integrity which will 
make the basis of an unfavorable credit 
estimate in the mortgage institute of the 
future. If certain gentlemen come to 
the savings banks five years from now, 
full of prosperity and optimism, their 
expectations of loans may get a rude 
awakening when the cold record of 1932 
credit files is consulted. There could be 
no better year than this in which all sav- 
ings banks could establish credit records 
deeply revealing the ultimate human 
values behind mortgage loans. 


Banking Conditions Improved in 1932 


THE year 1932 was marked by a series 
of developments which greatly strength- 
ened the banking position and, as a re- 
sult, banks enter 1933 in the strongest 
and most liquid condition on record, 
accciding to a recent statement by Col. 
Oliver J. Troster of Hoit, Rose & Tros- 
ter, New York. 

Among the developments which im- 


proved underlying banking conditions 
during 1932 were: 


The outflow of gold ceased and was fol- 
lowed by gains in gold by means of imports 
and release of gold from earmark. , 

Bank failures declined considerably in 
number. 

Currency returned from hoarding. 

Deflation in bank loans was largely com- 
pleted and small increases occurred in the 
loans and discounts of various banks. 


The piling up of reserves in excess of 
legal requirements, through operation of 
the policy of the Federal Reserve au- 
thorities, has created a vast potential 
lending power in banks which eventually 
will be released for the legitimate credit 
needs of business. However, with busi- 
ness activity curtailed and nearly all lines 
experiencing difficulty in making profits, 
business as yet has not justified liber- 
alization of bank lending policy. 

Regarding the present position of bank 
earning assets, the yield on short-term 
government securities has become neg- 
ligible and money rates are low. How- 
ever, the good markets which have pre- 


vailed for high-grade bonds have added 
substantially to the value of bank in- 
vestments and irregularly higher stock 
prices have also strengthened collateral 
loans. 

Earning records during 1932 show 
that through paring down interest 
charges and other costs, New York City 
banks and the larger banks of other 
cities have achieved relatively satisfac- 
tory earnings in a period of low money 
rates. Restoration of real bank earning 
power, of course, depends upon higher 
money rates, which should gradually re- 
sult as business improves and also as the 
government financing program takes 
definite shape. 

By virtue of their capacity as money 
center banks, New York City banks have 
been the first institutions in this country 
to show expansion in deposits and in 
loans and investments. From the low 
point of March 26, 1932, combined de- 
mand and time deposits of the 21 mem- 
ber banks of the New York City Clearing 
House Association, which do the bulk of 
New York City bank business, have in- 
creased over one billion dollars and now 
total approximately seven billions of dol- 
lars. Accompanying this rapid increase 
in deposits, loans and investments of 
New York City banks have expanded. 
This expansion has consisted principally 
of increased holdings of government se- 
curities but loans and other investments 
have increased moderately. 





Supervising the Trust Department 


Conducting a Trust Department Involves Certain Definite Legal 
and Administrative Duties and Responsibilities 
Which No Bank May Ignore 


By Ausrey B. CarTER 
National Bank Examiner in Charge of Trust Department Supervision 


Ys | ‘HE administration of trusts by a 


bank makes necessary the establish- 

ment of a separate and distinct 
trust department. Trust work differs 
so greatly from the other activities of a 
bank that not only to comply with the 
statutes, but also to make possible the 
performance of the functions in an 
orderly manner, a separate department 
should be organized. The regulations 
are definite in requiring that the trust 
department shall be placed under the 
management of an officer or officers 
whose duties shall be prescribed by the 
board of directors of the bank. The in- 
dividual upon whom rests the responsi- 
bility for conducting the trust depart- 
ment is the trust officer. He is the ex- 
ecutive head. Even though little busi- 
ness is transacted the responsibility for 
its conduct must be definitely placed. 
The work is of such an intricate and 
technical nature, and the possibilities of 
error and consequent litigation are so 
constant, that only by placing the ad- 
ministrative accountability clearly upon 
an individual or group of individuals 
can there be thrown about the depart- 
ment the high degree of care indispen- 
sable to successful operation. 

Quite as important as the proper or- 
ganization of the trust department and 
the selection of competent personnel, is 
the adoption of a correct set of account- 
ing and recording forms. The moment 
a fiduciary relationship is established the 
law steps in and requires of the fidu- 
ciary the proper keeping of accounts. 
From the first moment the fiduciary is 


— co 


From an address before the Pacific Coast 
Regional Trust Conference. 


compelled, at its peril, to keep proper 
fiduciary accounts. They must be kept 
currently with the business transacted, 
from day to day as the transactions take 
place, and the records must be made 
faithfully and permanently. A fiduciary 
account is a detailed statement of re- 
ceipts and disbursements of money and 
property for an estate or for beneficiaries 
of an estate. It is not a trivial matter to 
keep a record of fiduciary transactions: 
accounts ought to be kept permanently, 
with enough explanation in each of 
the entries, so that whether you are off 
the scene your successors can read and 
know what is meant at the time of writ- 
ing. Fiduciary accounts run for a long 
time; they are not settled from month to 
month, like bank accounts, or from year 
to year, like merchant’s accounts; fidu- 
ciary accounts run for years; for a life- 
time, and they ought to be so kept that 
they will have evidentiary value in 
court, whenever there is occasion to 
bring them to court. While periodical 
accounts are rendered, it must be borne 
in mind that they have merely informa- 
tive value and are not final by any 
means. Only when a trust runs out and 
a final account is made in court or to 
the beneficiaries, and after the account is 
adjudicated in a formal way and judg- 
ment is entered thereon or formally ap- 
proved, does the account become final. 
If it is borne in mind, until that point 
is reached, that any question that oc- 
curred in the period of twenty-five years 
the trust may have run is open to re- 
view, the sense of responsibility neces- 
sary in keeping fiduciary accounts full 
as well as accurate will be appreciated. 

When it is borne in mind, in these 
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long trusts, that you may not be on the 
scene to explain entries, but that some- 
one else who is cold to the transactions 
recorded may be there, you will realize 
the necessity for giving the bookkeeping 
part of the trust department the atten- 
tion it ought to have and legally must 
have. 


IMPORTANCE OF TRUST ACCOUNTING 


The fiduciary is constantly paying 
money and delivering property pursuant 
to the provisions of the trusts, and if 
such payments and deliveries are made 
out of court they are at your peril. 
Vouchers must be taken, full vouchers, 
to explain what has been done from 
time to time, because in court the mere 
credit to yourself for the payment of 
money or delivery of property means 
nothing unless substantiated by a proper 
voucher. The care of vouchers involves 
a careful system. When final settlement 
comes vouchers must be at hand. 

Trust accounts should be kept in such 
manner that the transactions of each 
trust are shown separately. This does 
not mean that the fiduciary cannot have 
a common cash book, through which its 
cash entries are made, or a common 
security register through which trust 
securities are recorded; but it does mean 
that the system must be so clear that 
each estate can have its own separate 
record for audit and examination with- 
out involving any other. It should be 
borne in mind that in trust matters the 
cash must be kept separate, the securi- 
ties kept separate, each trust from every 
other trust and all trusts from the bank’s 
own assets. Unless the trust business is 
so conducted it is not on the proper 
basis. 

Many factors which are peculiar to 
each bank enter into the problem of the 
installation of proper records, but with 
the complete trust accounting systems 
now available, little difficulty should be 
experienced in selecting one which will 
meet the needs of any particular depart- 
ment. 

The care of securities belonging to 
the various trusts under its administra- 


tion places upon the trust department 
one of the most exacting duties it is 
called upon to perform. The importance 
of the safe-keeping of trust securities is 
so apparent that the Federal Reserve 
Board in its regulations require that 
they shall be placed in the joint custody 
of two or more officers or employes 
named by the board of directors, and 
that all such designated persons shall be 
bonded. Joint custody under this sec- 
tion means that access to the securities 
shall be made impossible to any one of 
the designated officers or employes un- 
less one of the other custodians named 
with him is present. 

Another important requirement of the 
law and regulations is that when trust 
funds are deposited in the commercial 
or savings department of the trustee 
bank, United States bonds or other 
readily marketable securities must first 
be delivered to the trust department as 
collateral, and that the market value of 
these securities shall at all times be equal 
to the amount of the funds so deposited. 
The collateral set aside must be in fact 
readily marketable and -the officers 
charged with the administration of the 
trust department should see that this 
requirement of the law and regulations 
is at all times strictly complied with. 

In the board of directors is lodged the 
ultimate responsibility for the prudent, 
safe and efficient operation of the trust 
department. Consequently, it is essen- 
tial that it not only establish a sound 


-investment policy, but that it continu- 


ously review specific action of the trust 
department. Beneficiaries properly look 
to the board if there is any dereliction 
anywhere along the line in the handling 
of trust securities. Therefore, any sys- 
tem must provide that the complete op- 
erations of the trust department in the 
purchase, sale, exchange or other dispo- 
sition of trust securities be approved. 
This approval must be a matter of 
definite, written record. 


RESPONSIBILITY OF DIRECTORS 


While retaining complete responsibil- 
ity, it is apparent that the board of di- 





THE BANKERS MAGAZINE 37 


rectors must delegate the detailed work 
involved in reaching conclusions on 
specific securities or trusts. This is ac- 
complished by officially creating a 
“Trust Investment Committee.” To the 
trust department this committee is the 
most important factor in the conduct of 
its business. It sits with the trust officers 
in the discussion of all investment prob- 
lems. It examines new trusts, authorizes 
all purchases and sales, decides upon 
major trust and security problems, re- 
views trusts, and in general guides the 
whole trust department operation. 

That the courts will exact of corpo- 
rate fiduciaries a high degree of fidelity, 
vigilance, and ability in the administra- 
tion of trusts is illustrated by the lan- 
guage of the Supreme Court of Wiscon- 
sin, reported in 209 N. W., 945, when 
it said: 


1. A trustee must exercise a high degree 
of fidelity, diligence and ability, especially 
when tie trustee is a company organized to 
care for trust estates, holding itself out as 
possessing special skill and making an ade- 
quate charge therefor. 

2. The statute making certain stocks a 
legal investment for trust funds did not re- 
lieve the trustee from the duty of exercising 
a high degree of diligence and prudence in 
determining whether to continue such invest- 
ment, 

3. It is not enough that the trustees were 
prudent in making an investment but they 
must keep themselves informed and be pru- 
dent in retaining it. 

4. In determining trustee's liability for 
depreciation in value of stock in which trust 
funds were invested, the administration of 
the estate must be viewed in the light of 
the trustee’s powers under the will as well 
as his duties and liabilities imposed by law; 
that trustees are not exempt from strict rules 
respecting their responsibilities without clear 
and unequivocal statement of such intent 
by the maker of the instrument creating and 
evidencing it. 

5. And even where the will clearly and 
unequivocally confers the broadest discretion- 
ary power on the trustee, it is their duty to 
exercise a reasonable and not arbitrary dis- 
cretion. 


Another point which the court em- 
phasized is that when the question of 
disposing of the stock came up the cor- 
porate trustee appointed an investigat- 
ing committee composed: of men of 


experience and undoubted financial abil- 
ity, and that it acted upon the recom- 
mendations of that committee made 
after careful investigation. The court 
thus gives recognition to the wisdom of 
the practice of corporate fiduciaries in 
maintaining standing investment com- 
mittees composed of men of financial 
éxperience to pass upon all investments 
of trust funds. 

The strict accountability to which 
corporate trustees are held by the courts 
for exercising care and prudence in all 
matters of trust investments makes it im- 
perative that the system should provide 
for a proper written record of the action 
taken or consideration given by respon- 
sible officers and committees. These 
records compel vigilance on the part of 
those charged with investing trust funds 
and serve as evidence, if this must be 
produced, that the trustee has discharged 
its legal and moral responsibilities to- 
ward the trust. 


THE AFFILIATED SECURITY COMPANY 


Corporate fiduciaries which maintain 
departments for the sale of securities, or 
have afhliated security companies, may 
weil adhere to the well-established rule 
of trusteeship against the purchase of its 
own securities for the trust estate. 

It is the policy of many corporate 
fiduciaries—even those which maintain 
departments for purchase and sale of 
securities—in order to be free from any 
taint of suspicion, to invariably buy and 
sell for their trust estates through other 
firms. It must be remembered that 
when the bank owns securities and later 
sells them to its trust accounts, a greater 
responsibility is assumed than when the 
investments are purchased in the first 
instance for the trust department from 
outside sources. 

A fiduciary cannot profit through the 
purchase of securities and their subse- 
quent sale at advanced figures to estates; 
nor can a fiduciary retain commissions 
derived from negotiating real estate 
loans which are subsequently sold to a 
trust estate, as evidenced by the decision 
of the Supreme Court of the United 
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States in the case of Magruder v. Drury, 
in 235 U.S., 106. The subject of “Self- 
dealing by Fiduciary Banks and Trust 
Companies” was very ably and compre- 
hensively discussed in the June, 1931, 
Harvard Law Review which cited scores 
of court decisions on the point, and con- 
cluded with the observation that “if the 
advantages and disadvantages of self- 
purchase are weighed equally in the 
balance, the firm policy of equity to re- 
move all temptation from fiduciaries 
should tip the scales against the prac- 
tice. Also, the danger of a divided in- 
terest in the case of a corporate fidu- 
ciary is a special consideration for 
making it a guarantor of what it pur- 
chases for the trust from itself. Conse- 
quently, the courts have, in general, 
frowned on such transactions.” 

To facilitate the organization and op- 
eration of trust departments in the 
national banking system, the Office of 
the Comptroller of the Currency has 
drafted a form of resolution, which out- 
lines in a simple and concise manner the 
important requirements that the bank 
must meet. When trust powers are 
granted to the bank, two copies of this 
resolution are sent to be filled in and 
formally approved by the board of di- 
rectors, and one copy returned to the 
comptroller’s office for file. This resolu- 
tion makes provision among other things 
for the appointment of an examining 
committee composed of members of the 
board of directors who shall periodically 
make an examination of the records and 
investments of the trust department, and 
their report made a part of the minutes 
of the board. 

The legal obligation imposed upon 
directors to exercise reasonable supervi- 
sion over the administration of the 
affairs of the bank is illustrated in two 
Federal cases: 

Rankin v. Cooper, 147 Federal, 1010, 
where the court states: 


Directors are charged with the duty of 
reasonable supervision over the affairs of the 


bank. It is their duty to use ordinary dili- 
gence in ascertaining the condition of its 
business, and to exercise reasonable control 
and supervision over its affairs. 


Again, in Briggs v. Spaulding, 141 
Uo, 833: 


We hold that the directors must exercise 
ordinary care and prudence in the admin- 
istration of the affairs of a bank; and that 
this includes something more than officiating 
as figureheads. They are entitled under the 
law to commit the banking business, as de- 
fined, to their duly authorized officers, but 
this does not absolve them from the duty 
of reasonable supervision nor ought they to 
be permitted to be shielded from liability 
because of want of knowledge of wrong: 
doing if that ignorance is the result of gross 
inattention. 


To assist the directors’ examining 
committee in making their examination 
of the trust department the Office of the 
Comptroller of the Currency has sug- 
gested the following outline of pro- 
cedure: 


1. To seal the compartments in the vault 
containing trust securities, and take possession 
of the books and records of the department. 

2. Count any cash in the department, 
and make a record of all trust securities in 
the department not in the vault. If any 
trust securities are out of the bank tempo- 
rarily make a record of the receipts for 
verification. 

3. Take off a cash proof. This is a 
proof of the uninvested principal and income, 
cash due corporate trusts, cash held for ac- 
count of sinking funds, and any other cash 
liability accounts to prove with the deposits 
of the trust department in the banking de- 
partment, or in other banks. 

4. See that the bonds held by the trust 
department as security for trust funds on 
deposit in the banking department are of a 
market value in an amount sufficient to cover 
those deposits. 

5. Carefully inspect the trust ledger and 
security ledger and check up anv important 
changes since the last examination, such as 
trusts closed out, new trusts received, pur- 
chases and sales of securities, large distribu- 
tions of income and commissions taken. 

6. Check all securities and other assets 
held by the trust department. Make a thor- 
ough examination and analysis of the invest- 
ments which have been made for account 
of the various trusts to determine their de- 
sirability and present worth. A _ periodical 
appraisal of all trust securities is desirable 
and important. 

7. The committee should have before it 
the last report of the national bank examiner 
of the trust department and any letters from 
the Comptroller of the Currency relating to 
that department with the view of verifying 
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the correction of any exceptions which may 
have been called to the attention of the 
bank. 

8. The examining committee should make 
any observations necessary to come to a con- 
clusion concerning the supervision and gen- 
eral management of the trust department, 
and incorporate its recommendation in its 
report to the board of directors. 


The responsibility for the conduct of 
the trust department rests ultimately on 
the directors, but the Comptroller of 
the Currency is charged by law with 
the duty of appointing examiners who 
shall make periodically a thorough ex- 
amination of all the affairs of the bank 
and shall make a full and detailed re- 
port of the condition of the bank. The 
regulations relating to the exercise of 
trust powers provide that examiners ap- 
pointed by the Comptroller of the Cur- 
rency will be instructed to make thor- 
ough and complete examinations of the 
cash, securities, accounts and _ invest- 
ments of the trust department of the 
bank at the same time that examination 
is made of the banking department, and 


may make such examination at any 


other time. Copies of the examiners’ 
reports are furnished to the board of 
directors of the bank as well as to the 
Comptroller of the Currency. 


WHAT THE EXAMINER WANTS TO KNOW 


The duty placed upon the national 
bank examining force in determining 
the character of management of a trust 
department involves the verification of 
the following items, or ascertaining that 
the trust department is being operated 
in such a manner that complete and de- 
tailed checks are unnecessary: 


SS 
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1. To see that all trust assets turned over 
to the trust department are intact. 

2. That they are held by the bank in a 
fiduciary capacity. 

3. That the income has been collected 
on income producing assets of the various 
trusts. 

4. That it has been properly distributed 
to the beneficiaries or otherwise accounted 
for. 

5. That any distribution of principal has 
been properly made. 

6. That the income of the trust depart- 
ment has been properly accounted for. 

7. That the assets of the trust depart- 
ment reflect lawful and efficient management 
of the trusts committed to it. 

8. That constructive recommendations 
for correction accompany all exceptions found 
by the examiner, and set up in his report 
in such manner that the bank's supervisory 
authorities may be enabled to correct the ex- 
ception complained of. 


The regulations relating to the invest- 
ment of trust funds recognize both the 
trusts under the jurisdiction of the 
courts and those created by trust agree- 
ment. Private trust accounts comprise 
75 per cent. of the total trust assets 
under administration in national banks, 
and when an examination is made of 
the trust department the same searching 
investigation is made of the manner in 
which private trusts are being adminis- 
tered as is given to trusts under juris- 
diction of the courts. 

Corporate fiduciaries have an impor- 
tant duty to perform. Upon them rests 
the responsibility for the proper invest- 
ment and reinvestment of many millions 
of funds. They are the guardians and 
conservators of wealth. To the extent 
to which they help conserve and admin- 
ister the stored up energy of men’s 
efforts to that extent will they be serving 
society. 
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Making the telephone 
MORE VALUABLE to more people 


The constant purpose of the Bell System 

is to make the telephone worth more 
and more to all who use it. To that 
end eight helpful ways to increase the 
usefulness of the telephone in your home 
or office are listed below... . Some of 
these you may know. Others may come 
as a welcome surprise—as something 
you often have wished for without 
knowing it is so readily available. 


Extension Telephones. A great conveni- 
ence in bedroom, kitchen and living- 
room. Make stairclimbing unnecessary. 
Improve business efficiency in the office. 
Save many steps every day. 


Hand Telephones. Modern. Distinctive 
in appearance. An attractive addition to 
any room. Leave one hand free to take 
notes while telephoning. 


Portable Telephones. Plug in the wall 
like a lamp. May be moved from one 
room to another as needed. 


Individual Lines. Cost little more than 
party line service. Assure additional 


privacy. Your line is ‘‘busy’’ only 
when you use it. 


Intercommunicating Facilities. Provide 
for making calls from one part of the 
home or office to another or transferring 
of incoming calls without the aid of the 
central office operator. Save time and 
steps and lead to a quiet, smooth-run- 
ning establishment. 


Additional Bell Signals. For use in noisy 
locations or where it is necessary to sum- 
mon people from a distance to answer 
the telephone. 


Additional Directory Listings. Enable 
friends to locate you even though the 
telephone is in the name of husband, 
brother or sister, or another relative. 
In addition to the firm’s name, your 
own can be shown. Direct business to 
you. The cost is small. 


Telephone Planning. The telephone 
company in your city will gladly assist 
you in planning the most convenient 
telephone facilities for your 
homeoroffice. Theservices f 

of telephone experts are at \ 

your disposal. 


Call the Business Office of your Bell Telephone Company 
Sor full information about any of the services listed above 


AMERICAN TELEPHONE AND TELEGRAPH COMPANY 





What Makes a Successful Bank 


Manager? 


By K. C. KaTARIA 


This article is contributed from Amritsar, India, where the author is connected with 


the Punjab Co-operative Bank, Ltd. 


Mr. Kataria completed his education in the 


United States, holding a B.SC. in Commerce from the University of Illinois and a 


M. SC. in business from Columbia. 


We believe that his observations on the qualities 


which make for success in banking will be of interest to our readers throughout 
the world.—The Editor. 


tive officer of his branch. Upon 

him rests the sole responsibility 
of his office. He can build or mar the 
business. He is the sole guiding star in 
his district. If he happens to be a push- 
ing and intelligent hand, he can more 
than double the bank’s business. A suc- 
cessful bank manager possesses many 
good qualities. Some of them are sum- 
marized below: 


A BANK manager is the chief execu- 


EDUCATION 


An American banker is of opinion 
that the banker of tomorrow should be 
a Ph. D. specialized in political economy, 
scientific business management, law, ac- 


counting, international commerce, 
finance and banking. There is great 
truth in this view. No doubt many of 
our present-day bank managers have 
never even gone through high school. 
Some of the leading business men can- 
not write a good letter. It is true that 
a college degree does not guarantee suc- 
cess in banking, business or other walk 
of life. But it must be noted that bank- 
ing is a highly technical science. The 
old rule of joining a bank after complet- 
ing high school and then awaiting the 
demise of one’s superior no longer works 
in a modern bank. Mere high school 
training fails to prepare people for ad- 
vancement in a modern bank. 

The banker needs ingenuity. He must 
abandon the old fallacy that the banking 
business of today is the same as it was 
ten or twenty years ago. The present- 
day banker must be able” to devise 
methods which will gain new business 


and reduce costs. He must constantly 
study the past and try to detect his own 
errors and those of his predecessors. He 
must correlate the lessons of the past 
with modern progress and keep his bank 
ahead of present-day developments. So 
if a young man is inclined towards the 
banking profession he must first prepare 
himself with qualifications equal to at 
least two years of general college train- 
ing as an educational background. After 
that he should join a commercial college 
and study intensively economics and 
business problems. When he is through 
with this preliminary training a few 
years’ experience in a well-organized 
and efficiently-operated bank of some 
size should make him a fit person for 
any banking job. 


HUMAN PSYCHOLOGY 


Knowledge alone does not make a 
successful banker. Beside that he must 
know people. He must know how to 
create good will among his customers. 
He should never open a discussion with 
a customer who is nervous and alarmed. 
But he should always be prepared to 
welcome an opportunity to discuss busi- 
ness matters with his customers whether 
they call to discuss loans, investment or 
property. If any of his customers bring 
up a question that is troubling him, he 
should solve that with pleasure. A com- 
petent manager has a ready answer to 
every question asked. To make his 
answers more convincing, he backs them 
up with facts and figures. 

If a customer wants to enquire about 
the safety of banks, an efficient manager 
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gets a copy of the latest balance-sheet of 
his bank and spreads it out before his 
customer. If his bank is of at least ten 
years’ standing, he emphasizes that 
point. The majority of the people re- 
gard a long-established bank as a safe 
bank. After that he lays stress on its 
capital, various reserves, low cost of op- 
erating, etc. In the end he satisfies the 
customer. This works very well. All 
depositors are susceptible to words of 
praise. They feel honored when an 
officer of their bank compliments them. 
It makes them feel better. 


SOCIAL HABITS 


An able manager is always. sociable 
and easily accessible. He knows, if he 
moves among his customers, more and 
more persons are bound to come into the 
bank. The success of a bank manager 
is measured by the service he is able to 
render to his customers. Service does 
not mean that he should spend money 
lavishly. But it consists of cordial greet- 
ings and helpful counsel in times of 
trouble. He ought to be so dependable 
that his customers may deem it a privi- 
lege to relate their family secrets and 
seek his advice on private matters. All 
this does not cost a penny, yet it is the 
sort of service that makes people want 
to come into the bank and make use of 
its functions. 

A successful manager makes a point 
to get out and call on business men. He 
stays only a moment unless the occasion 
suggests that a longer call will be wel- 
come and profitable to hoth. But just a 
friendly greeting helps to perpetuate 
worth while business relations. At times 
he is able to present ideas for improving 
the arrangement or routine of the cus- 
tomer’s shop. Often he learns valuable 
credit facts which he brings back to the 
bank. In this way he builds up the 
bank’s business. and renders important 
service to the public. 


PROMPT SERVICE 


A bank manager should make a cus- 
tomer feel, when he comes in to cash a 
check or to borrow money, that he does 


not have to sit around waiting for the 
attention of a high-salaried officer. who 
thinks it a mark of importance to make 
him wait. If the manager is actually 
busy, he should frankly explain the situ- 
ation and leave it to the waiting cus- 
tomer to wait or to come back later. In 
case the manager is free, he should stand 
on no ceremony but see the customer at 
once. 

Unfortunately, this is not the case in 
many of our banks. Go to some big 
bank and you have to wait for hours. 
Customers have also grown used to these 
habits. Most of them think that the 
bankers are high-salaried business men 
and it is only proper and just for the 
customer to wait for their needs to be 
supplied. This is all wrong. A cus- 
tomer should be served in a bank as 
promptly as he is served in a retail shop. 


PERSONAL LETTERS 


It is true that the manager of a large 
bank cannot mingle so extensively as the 
manager of a small branch, yet to a cer- 
tain extent he can keep in touch with 
those who deal with his institution. By 
sending out cordial letters he can create 
good will and bring back lost accounts. 
It is essential that such letters be friendly 
and signed personally by the manager. 
A specimen letter, addressed to the de- 
positors who have closed their accounts, 
is given below: 

Dear Sir, or Madam: 

My attention has been called to the fact 
that you recently closed your account with 
us. I am wondering whether it was due to 
some neglect or oversight on our part which 
caused you to withdraw your funds. 

I sincerely hope that you did not feel 
grieved in any way. I would greatly ap- 
preciate a line from you assuring me that 
you did not leave us because of dissatisfac- 
tion. 

If you feel that we did not extend you 
every service and courtesy which this insti- 
tution should provide to all our depositors 
and their friends, please do me a great per- 
sonal favor by dropping me a line. 

Sincerely yours, 
Manager. 


BANK ROUTINE 


Beside canvassing and creating good 
will for the bank, it is essential that the 
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manager should look to the routine of 
the bank. He should inspect the books 
occasionally and see that they are kept 
properly. He should be able to judge 
the quality of work of each of his clerks. 
It will help him to form a correct esti- 
mate of the work of his staff. 

The manager should open all the let- 
ters, dictate and sign replies. Most of 
the returns to the head office, especially 
the daily statement of cash and transac- 
tions in connection with the head office 
accounts, should be certified by him. 
Specimens of his signature are supplied 
to other banks, branches and agents. All 
the documents concerning these must be 
signed by him. 


EFFICIENT AND COURTEOUS SERVICE 


A competent manager is always a 
good judge of men. He sees that his 
assistants are competent and leave very 
little routine for him. He knows that 
much depends upon employes. Even if 
the plan for handling records is of a suit- 
able type, good results cannot be forth- 
coming if clerks are careless. An able 
manager is careful in assigning duties to 
the clerks who have to deal directly with 
the public. Much of a bank’s success de- 
pends upon the attitude of the counter 
clerks. Training of these should be one 
of the most important functions of a 
bank manager. An able manager makes 
a strict rule that in circumstances the 
most trying, a counter clerk must always 
be polite and considerate. He instills 
into his clerks the necessity of consider- 
ing the pleasure of the customers above 
the personal interest of the bank's’ em- 
ployes. 

CONCLUSION 


These are some of the salient qualities 
which make up a successful bank man- 


ager. With these should be added the 
qualities which make up a successful 
business man and a thorough gentleman. 
The importance of well-tailored and 
clean clothes combined with decent out- 
ward appearance must not be ignored. 
But before a young man takes up this 
profession he must think twice. He 
should not join the banking profession 
for profit only. Apparently it is not 
financial gain that keeps bankers in 
banking. There is something bigger, 
more satisfying than money that keeps 
them in it for life after they once get 
the feel of it. It is the contact with 
business men which keeps them in it. 
To serve as adviser and counsellor to 
many people in the capacity more or less 
of a public servant gives them great 
pride. In short, a successful bank man- 
ager sticks to banking simply because he 
regards it a privilege to serve the public. 
His chief concern is service and not 
money. 


SMALL HOME OWNER PRAISED 


“Time after time families have sac- 
rificed motor cars, vacations and luxu- 
ries of all sorts to meet their obligations 
on their homes. The result of this at- 
tachment of home owners to their little 
estates has been to provide for the sav- 
ings banks a type of investment which 
has, up to date, weathered all storms. 
Not only has this experience with the 
small home-owner been gratifying from 
an investment standpoint, but it has 
encouraged the savings banks to co- 
operate with those who borrowed to 
have their own places in which to live.” 
—Henry Bruere, president, Bowery 
Savings Bank, New York. 
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INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


Demand for High-Grade Bonds 


UE to competitive bidding on the 
D part of a number of banks the 
State of New York was recently 
able to float an issue of some $30,000,- 
000 of its bonds at a very low rate of in- 
terest. The event is of special signifi- 
cance at this time, for it shows that there 
are abundant investment funds available 
for securities of the highest type, and 
that there is no reluctance on the part of 
the banks to buy such securities. 

Obviously, this calls attention to a 
situation of which those communities 
whose bonds are not in high repute 
should take note. If payments of in- 
terest and on account of sinking funds 
are to be maintained, greater care must 
be exercised in limiting issues to the pos- 
sible tax-paying power of the commu- 
nity. This, of course, seems very much 
like a counsel of perfection at a time 
when such advice is inapplicable. Con- 
ceding this, it may still be maintained 
that many communities have disre- 
garded a sound principle of public fi- 
nance, which is never to mortgage the 
future beyond the probable resources to 
meet obligations even in a time of severe 
depression. All public improvements do 
not have to be made immediately. The 
harm and inconvenience caused by their 
postponement will be less than that aris- 
ing from expenditures which put too 
heavy a burden upon those who must 
provide the funds to pay the debts. And 
the harm done to the credit of any com- 
munity by default on its obligations must 
not be overlooked. Inability to borrow, 
the result of such default, will prevent 
the refunding of outstanding bonds, and 
quite likely cause the indefinite post- 
ponements of improvements already un- 
der way. 

Fortunately, as recent reports indicate, 
the lessons of the present gjtuation are 
being regarded in many quarters. There 
is a disposition to balance budgets and 


to make such other readjustment of fiscal 
policies as will tend to improve credit 
and restore confidence in municipal se- 
curities. This type of investment, long 
justly considered as among the soundest, 
has fallen into disrepute, though this is 
not due so much to extravagance on the 
part of cities and towns, but must be 
accounted for by general conditions. 
But it is clear that hereafter municipali- 
ties in creating debts must look beyond 
the prosperous times in which the obliga- 
tions were incurred to other times much 
less favorable. Could the creation of 
public debt be made as difficult as pay- 
ment, or could those directly responsible 
for incurring the debts be made to suffer 
as acutely as those who pay them, de- 
fault in municipal indebtedness would 
become less frequent. No such aims can 
be achieved, but it is possible largely to 
restrict fresh indebtedness within actual 
present debt-paying capacity and of a 
future ability to pay, always clouded by 
uncertainties. 


IMPENDING CHANGE OF GREAT 
IMPORTANCE TO INVES- 
MENT DEALERS 


an early date of the Glass banking 
bill is a matter of special interest to 
all those concerned in dealing in securi- 


Pies sty date of the enactment at 


ties. This bill contains a provision re- 
quiring national banks to divest them: 
selves of their security affiliates. At first 
it was intended that this divorce should 
be made within three years, a term which 
by recent amendment of the bill has been 
extended to five years. _ Unless the vari- 
ous states should adopt similar legisla- 
tion, a large source for buying and sell- 
ing securities will be entirely shut off in 
the near future. But companies may be 
organized under state laws to carry. on 
the business heretofore done by the in- 
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URING 1932, the Hoir, Rose & 
Troster weighted average of 17 
representative New York City bank 
stocks appreciated 21.8% while in- 
dustrial stocks, as measured by The 
Dow Jones Average, declined 19.7%. 
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. vestment affiliates of banks. They can- 
not, however, be owned by national 
banks. 

It was a wise observation of the late 
Professor William G. Sumner that 
people hardly ever considered the train 
of new circumstances consequent upon 
a change in the laws. Probably this ob- 
servation was conspicuously applicable to 
our “noble experiment” with prohibi- 
tion, where one set of evils was abolished 
only to give rise to others of perhaps an 
equal or greater seriousness. Wise 
philosophers have long pointed out that 
when mankind destroys an institution its 
counterpart is soon re-established in a 
different form. 

These observations may apply to the 
abolishment of the security affiliates. 
What will take their place? Will the 
substitutes, whatever they may be, con- 
tain fewer undesirable characteristics 
than the existing affiliates? These ques- 
tions cannot be answered now. So far 
as the banks are concerned, they will be 
freed from whatever evils attached to the 
connection, as they will correspondingly 
lose whatever advantages it carried. A 
question of very great interest is as to 
the effect of this change upon the mar- 
ket for investment securities. The pres- 
ent organizations, through their exten- 
sive banking connections, had numerous 
and important avenues of marketing se- 
curities, especially to other banks. Prob- 
ably, for some time to come, the banks 
will not afford as good a market for 
bonds as they have supplied in recent 
years, as their experience in making pur- 


chases of securities has, in many in- 
stances, not been fortunate. With the 
discontinuance of the security afhliates 
of banks the numerous investment houses 
will still remain, and these will handle a 
large part of the business lost to the 
afhliates. Possibly, as a later develop- 
ment, a special type of investment bank 
may be provided for under national law. 
Congress, in its banking legislation, 
seems to have acted on the belief that it 
is possible to restore the purely commer- 
cial type of banking, and had considered 
this objective of greater importance than 
to provide for the proper marketing of 
securities. But the latter function is of 
great importance. As to its compatibil- 
ity with ordinary banking operations 
there are divergent views. The Glass 
bill may be interpreted as “‘a bill of di- 
vorcement,” to use a scriptural term. 


INVESTORS RETURNING TO 
FIRST PRINCIPLES 


HAT investors are showing a 
tendency to return to first prin- 


ciples is the view of W. W. Hor- 
ner, assistant vice-president of the Cleve- 
land Trust Company. In an article on 
this subject, published in the Cleveland 
Trust Magazine, he says: 


“Naturally, the question uppermost in 
mind is how to rebuild—how to recoup 
losses—how to restore personal affairs to 
where they were before the storm broke. 
It would be fatuous indeed to claim that 
one can point out confidently the way 
through current uncertainties and rapid 
changes to a sure comeback. However, 
the very severity of the storm in destroy- 
ing much of what was unsound and in- 
secure has left outstanding a few guide- 
posts which have been tested and found 
reliable. 

“First, for the average individual, 
there apparently is no royal road to 
wealth. It seems clear that wealth, as 
well as learning, must be acquired labo- 
riously and slowly with the expenditure 
of much effort. It did look as though, 
in the “New Era’ days of 1927, ‘28 and 
29, the key had been found to easy 
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acquisition of wealth. One then had 
only to purchase common stocks with as 
much credit as could be drawn from ap- 
parently exhaustless reservoirs and hold 
on until the ‘natural increment’ got to 
working. Unfortunately, in 1930, °31 
and °32, something or other happened 
which destroyed that dream. The dis- 
covery of the royal road to wealth seems 
to be left to the same period in the fu- 
ture as the discovery of the principles of 
perpetual motion. 

“This fact seems to be fairly well un- 
derstood by those who now come to this 
bank seeking financial advice. In the 
‘New Era’ days, inquiry invariably was 
for something that ‘has a kick in it’ or 
for a security which has high income. 
Safety of principal was a remote con- 
sideration and there was no comprehen- 
sion of the fact that, if high income and 
price appreciation are desired, then 
safety of principal is necessarily rele- 
gated to the background. By no means 
is principal enhancement completely for- 
gotten now, but this has become a minor 
thought and security and certainty of 
income paramount. 

“This leads us to the second guide- 
post left intact by the storm, namely, 
that the old foundation principles of 
careful investment remain unchanged. 
Sound underlying securities have been 
relatively little touched by the depres- 
sion, while high income-bearing securities 
have felt the brunt of the whirlwind and 
the superstructures reared on top of un- 
derlying securities have come tumbling 
down. The newspapers daily carry 
stories illustrative of this fact. ‘There is 
one holding company purporting to own 
stock in foreign operating and holding 


companies whose obligations are selling 
‘over the counter’ at about $80 per 
$1000 bond. The notes of two others 
which hold primarily stocks of closely 
related mid-west public utility com- 
panies were sold at one time at $30 per 
one thousand dollar note in one case and, 
in the other, at but two dollars per one 
thousand dollar note. 

“On the other hand, underlying, well- 
secured mortgage bonds have generally 
held steady within a price range of a 
few points. This contrast has been 
strikingly shown by a well-known finan- 
cial and statistical service whose bond in- 
dex is composed of four groups of bonds 
ranging from the most conservative to 
medium grade. The index is expressed 
in terms of yield which, of course, varies 
conversely to the price; the higher the 
price, the lower the yield, and vice 
versa. The fluctuation in the most con- 
servative bonds, as shown in this index, 
was limited to 1 per cent. in yield while 
the medium grade bonds declined in 
price to such an extent that the yield 
rose from about 53/4, per cent. to well 
over 12 per cent. This index does not 
take in groups of bonds of the more 
speculative types whose price movements 
were even more accentuated than those 
indicated above. As for common stocks, 
a well-known and nationally used price 
index of representative active stocks 
registered a decline from the highest 
levels in September, 1929, to the lowest 
in June-July, 1932, of just under 90 per 
cent. 

“Let us assume that someone in 1928 
found himself in the possession of one 
hundred thousand dollars and then set 
about investing it with the utmost con- 
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Dedicating the New Year 
co New Business 


Aw outstanding accomplishment of the Asso- 
ciated System in 1932 was the payment of 
$47,529,802 in maturing obligations. An out- 
standing objective in 1933 will be development 
of New Business, from these sources: 


FACTORIES—System engineers and experts on in- 
dustrial processes are helping industrial customers 
to reduce operating costs through wider use of 
electricity for power, and gas for heat. 


STORES—Studies have been made of the use of 
electricity and gas in successful food stores, res- 
taurants, bakeries. Trained Associated representa- 
tives are using this information to help less 
successful establishments make more effective use 
of these services. 


HOMES—Employees are cooperating in a Business 
Building Plan inaugurated last year to develop 
prospects for appliance sales. Domestic customers 
are encouraged to equip their homes more com- 
pletely with electric and gas appliances, the cost 
of appliances and their operation to be paid in 
stated equal monthly amounts. 


Proper lighting can add 11% ’0 retail store sales. 


For information about facilities, service, rates, write 


Associated Gas & Electric System 


61 BROADWAY 


servatism. Safety of principal was to 


be the paramount consideration with 


desire for reasonable income distinctly 
secondary. What would have been the 
standards he established and what prin- 
ciples would he observe? First of all, 
he would have bought his securities out- 
right, .paid for them in cash and placed 
them in his safe deposit box or in trust 
in a reputable bank. Then, he would 
have insisted on reasonable market- 
ability and thorough diversification. 
He might have chosen as many as 
twenty issues and placed about $5000 in 
each. There would have been first of 
all United States Government bonds in 
his list, some of which would be of early 
maturity, to supply cash should need or 
investment opportunity arise. Secondly, 
some municipal obligations of the better 
American cities would be included. 
Then, turning to corporation bonds, the 
best of the underlying public utility, rail 
and industrial issues would have been 
chosen. If the funds had been placed 
in trust, he would also have included 
some bank-administered first mortgages 
on real estate or a comparable security. 
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“In studying his corporation bonds, he 
would have demanded first mortgage se- 
curity, or the approximate equivalent, 
with the issue in question reasonable in 
amount in relation to the property ac- 
count and with additional bonds issuable 
only under conservative restrictions. A 
simple corporate structure would have 
influenced him greatly. A satisfactory 
financial condition, ample enough to take 
care of emergency, is next in line for 
checking, and then earnings over several 
years sufficient to pay interest charges, 
with a comfortable margin to spare, after 
deduction of adequate charges for de- 
preciation of plant and equipment and 
depletion of raw materials. He next 
would have satisfied himself as to the es- 
sential nature of the industry, the ex- 
cellence of the product and efficiency of 
the company under scrutiny. Finally, if 
our friend were as thorough as he should 
have been, he would have sat down and 
written to a good bank to enquire as to 
the reputation of the management. 

“Now, here are two points that should 
be emphasized. First, had our investor 
actually wished such a list of prime se- 
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CAPITAL AND SURPLUS 


curities, there would have been no in- 
superable obstacles whatever to his find- 
ing them. Second, he would today prob- 
ably find his principal intact after hav- 
ing passed through severe depression and 
financial panic, with no defaults what- 
ever in income. There might have been 
times when the total value of his fund 
would have had some small degree of 
depreciation, but of what concern is that 
to one who is interested primarily in the 
long-term picture? 

“It is further far to say that such a 
list can be chosen today; a list where the 
present risk is remote, where there is a 
high degree of certainty that the prin- 
cipal will remain intact and where the 


income will probably be maintained 


through as many years as one can rea- 
sonably predict. It does not often occur 
to one that it is a distinct achievement, 
under present conditions at least, to 
maintain his principal fund at its par 
value, to say nothing of accomplishing 
an increase. The reason why so many 
currently find their principal funds de- 
creased is that at some time during the 
Golden Age they were carried away by 


SEVENTY MILLION DOLLARS 


the speculative spirit of the times and 
lost sight of sound, simple, fundamental 
investment principles.” 


THE DEMAND FOR GOVERN- 
MENT BONDS AND SHORT- 
TERM CERTIFICATES 


( the demand forthe which affect 
the demand for these two classes 
of United States securities are 

thus described in the Investment Bulletin 

issued by C. F. Childs & Co., New 

York: 


“The market value which reflects the 
investment demand for bonds rather 
than the generally recognized artificial 
demand for short-term notes and cer- 
tificates is and will be the true measure 
of the credit of the Government. 

“The demand and absorptive power 
of institutions utilizing Government se- 
curities for various collateral purposes 
continue to be a powerful influence in 
maintaining the market value of many 
issues at what may be regarded as arti- 
ficial levels. 
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Investment Service 


Chase Harris Forbes Corporation has a back- 
ground of over half a century in the invest- 
ment banking field. 


From the standpoints of experience, judgment 
and facilities for expert investigation, the 
organization is well equipped to serve both 
institutional and individual investors. 


Chase Harris Forbes 


Corporation 
The Chase National Bank Building 


60 Cedar Street 


Chase Harris Forbes, Ltd. 
London 


Chase Harris Forbes & Cie. 
Paris 


“During the past thirty years 2 per 
cent. bonds, securing bank-note circula- 
tion, have enjoyed a market value aver- 
aging well above par. Thus employed a 
bank obtained an annual automatic 
profit. Recently, Congress granted a 
similar privilege to other specific bonds. 
That added about 5 per cent. to the 
market value, of some issues, which tem- 
porarily distorted their value relative to 
other bonds. 

“Regardless of natural comparative 
values, measured by yields according to 
maturity dates of the various issues, the 
bonds, notes or certificates which were 
quoted at the lowest discount price have 
been purchased by foreign governments 
because they could be tendered and ac- 
cepted at the U. S. Treasury at par in 
payment of foreign debts. For like rea- 
sons the Treasury's sinking fund often 
selects for retirement the securities which 
best benefit its plans regardless of cus- 
tomary investment standards. 

“Perhaps the thirst for liquidity of 
everv conservative bank may be classified 
as aa artificial condition which permits 
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the Treasury to finance its present needs 
at rates that do not reflect the genuine 
credit level upon which the Government 
will make its appeal for a long-term loan. 
“Unprecedented accumulations of idle 
funds in banks, generally subject to de- 
mand withdrawals, have caused a de- 
mand for Treasury bills on virtually a 
safety-first basis. Yields were of slight 
importance. Recently $75,000,000 ‘Treas- 
ury bills maturing ninety days hence, 
issued at 99.955, to yield the buyer on 
a discount basis .18 per cent., was 
equivalent, from the Treasury’s stand- 
point, to borrowing $100 for a period 
of three months for 41/, cents, or at the 
rate of 114 cents per month. 
“Supplementing investment attraction, 
U. S. Government securities possess use- 
fulness enjoyed by no other security on 
equal terms. They are now the major 
security employed to mold credit rates 
and secure currency. Until trade re- 
vives, neither the banks nor the money 
market can work without Government 
securities. Open market purchases or 
sales of large amounts by the Federal 
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Reserve banks expand or contract credit 
and currency, in accordance with the 
needs of trade. Government securities 


also serve as a substitute for insufficient 


ordinary trade paper under conditions 
now prevailing.” 


Problems of the Canadian Bank Manager 


Must Live an Exile from His Home Town as a Rule 


NDER the Canadian branch 
banking system, the branch man- 


ager nearly always must live a 
life of exile from his home town, accord- 
ing to an article in the Financial Post. 

Few managers have risen to success in 
their native towns. Instead, the head 
offices are continually on guard against 
local sympathies and alliances in the 
management of the sub-offices. 

At some time or other during the 
course of their careers, most bankers 
who started out as juniors in a small 
town bank branch have looked forward 
with some degree of longing to being 
transferred back to that branch as man- 
ager, says the Financial Post. The men- 
tal picture of themselves as the highly 
respected, local banker is indeed a pleas- 
ing one. 

In imagination, he selects his house— 
one of the finest of the town—remem- 
bering that the rent is less than his 
small city home; he anticipates with sat- 
isfaction the changed attitude of some 
of his erstwhile friends and acquaint- 
ances; numerous schemes come to mind 
of how he can win the confidence and 
respect of the surrounding farmers and 
townsfolk. After all, he argues, he 
knows the district, its people, their likes 
and dislikes, while other bank managers 
have always been strangers who, no 
matter how friendly they have been, 
have been unable to obtain the entire 
confidence of their customers. 

Yet, in modern banking practice, few 
achieve this ambition, and the chief rea- 
son is that the move does not find favor 
in the eyes of the head office staff offi- 
cials. It is indeed an exceptional man 
who can vise above the barriers erected 
by head office against this shift. 

Staff inspectors interviewed by the 


Financial Post brought forward many 
arguments against the return of the 
home town boy as manager, and par- 
ticularly stressed two major difficulties. 
One of the chief difficulties was ex- 
pressed by an inspector in the following 
manner: 

“You see,” he said, “‘a boy entering a 
bank in a small town holds in a certain 
amount of awe the larger merchants in 
the town, and even after long experi- 
ence in other towns and cities it has 
been found that he finds it sometimes 
difficult to live this down. As bankers 
have occasionally to talk to their cus- 
tomers like a “Dutch Uncle’ this inher- 
ent feeling of awe militates against the 
banker’s success. 

“Again, reversing the position, some 
of the local merchants have probably 
not changed very much during the 15 
years or so that the former junior has 
been away preparing himself to be a 
manager, and it is natural for these mer- 
chants to think of J. G. Jones, not as the 
bank manager, but rather as Johnny 
Jones, the former ledger keeper. You 
can understand that this makes the bank- 
er’s position an extremely difficult one. 
It’s like the prophet being not without 
honor. "i 


GUARD MANAGERS FROM FRIENDS 


There ‘is another difficulty that has 
cropped up repeatedly in practice, ac- 
cording to inspectors, and that is that 
it is often found that a bank manager 
in his own home town has allowed his 
personal likes and dislikes to color his 
judgment in the matter of credits. Un- 
profitable small loans, difficult to collect, 
are usually left behind in these cases 
for the following manager to try and 
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collect. If this accommodation has been 
given to friends there is always the feel- 
ing that perhaps enemies were unable 
to obtain credit even with ample reason 
and security, it was pointed out. 

Small towns throughout the world are 
noted for their cliques, and here again a 
difficulty crops up. While it is possible 
for a stranger to avoid getting entangled 
in any specific group and thereby hold- 
ing a certain amount of friendship with 
everyone, it is virtually impossible for 
a man brought up there to do this. One 
banker, who has risen to a very high po- 
sition, told the Financial Post that he 
had actual experience of managing the 
bank in his home town and, in his case, 
his father had actually been manager be- 
fore him. It was anything but an easy 
matter, he said, and he was very pleased 
to be moved elsewhere. 

Apparently the act of marrying a 
local lady is also fraught with difficulties 


The Late Dean of 


LTHOUGH editorial mention of 
A* death of Andrew J. Frame 
has been made in an earlier issue 

of THE BANKERS MAGAZINE, the career 


of this eminent Wisconsin banker was so 
long and honorable as to justify further 


reference to it. For Mr. Frame at the 
time of his death was not only one of 
the oldest bankers in the country, but 
was also an outstanding representative of 
the best type of American banking—a 
type not so numerically great as in 
former years and one whose numbers 
may be destined still further to diminish 
with the passage of time. He was a 
country banker, though by no means 
provincial in his outlook on banking and 
economic affairs. The city in which his 
banking life was passed was near Mil- 
waukee and almost within the metro- 
politan area of Chicago. Mr. Frame 
was also a frequent visitor to all the 
other large cities of his country. Wau- 
kesha at the time of his entrance into 
banking was a small village, but grew 
during his lifetime to an important in- 


and pitfalls. The chief inspector of one 
bank cited an instance of a man who 
had been recently moved from one 
branch to another because he could not 
get along with the local tradespeople. 
It was found that he had married a 
local girl who had more enemies than 
friends and this influence was telling in 
his business. 

The more that was said on the ques- 
tion, the more difficult it became to see 
any advantages to the return of the na- 
tive son and the easier it became to see 
the disadvantages. As one inspector 
put it: “If a man is capable of going 
back to his home town and making a 
success of his branch in the face of the 
odds that are against him, he is probably 
too good a banker to be allowed to re- 
main in a small branch, as he would be 
of more service to his bank were he in a 
larger center.” 


American Banking 


dustrial and commercial center and a 
health resort of wide reputation. 

As opportunity offered, Mr. Frame 
presented his views of what he consid- 
ered sound banking principles. His 
faith in these principles was strength- 
ened by the fact that they had been 
practiced in his own institution, and 
with great success, for from a small bank 
with aggregate assets of only $25,000 
in 1855 it had grown to a total of 
$6,400,000 on September 30, 1932. At 
the latter date the capital was $300,000, 
the surplus $300,000, and undivided 
profits $143,487. Having successfully 
withstood a number of severe financial 
and commercial panics, and coming 
through with a record such as these 
figures of growth indicate, it was not 
surprising that Mr. Frame should have 
faith in the soundness of the banking 
principles to which he gave lifelong al- 
legiance and which he invariably ap- 
plied in the management of his bank. 
He was a strong believer in the general 
efficacy of the national banking system, 
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and vigorously opposed branch banking, 
which he considered as being monopolis- 
tic in character. 

In addition to speaking and writing 
extensively on banking and currency, 
Mr. Frame occasionally dealt with other 
topics relating to general economics. 
His more prominent addresses and writ- 
ings have been collected and published 
in book form. 

Mr. Frame was not only a successful 
banker, but a distinguished citizen, -dé- 
voted to the welfare of his city, state 
and nation. His benevolent gifts were 
large and varied. He was honored by 
the bankers of his state by election to 
the presidency of the Wisconsin State 
Bankers Association and had also served 
as a member of the executive council of 
the American Bankers Association. 


A BRIEF BIOGRAPHICAL SKETCH 


Andrew J. Frame was born in what 
was then the village of Waukesha, Feb- 
ruary 19, 1844, the son of Maxwell and 
Jane (Aitkin) Frame, who were natives 
of Ayrshire, Scotland, and emigrated 
from that country to the United States 
in 1840. Their first home was in west- 
ern New York and from there they 
moved to Waukesha in 1841. The 
father died during the latter part of 
1844, leaving a wife and two children, 
Henry M. and Andrew J. 

Mr. Frame received his education in 
the common schools and at the age of 
18 (May 2, 1862) entered the Wau- 


kesha County Bank as office boy. From 
office boy he became bookkeeper and a 
year later, in May, 1865, was appointed 
assistant cashier of the Waukesha Na- 
tional Bank, into which the Waukesha 
County Bank had been converted that 
month. In February, 1866, he was 
promoted to cashier. In 1869 he became 
a member of the board of directors and 
on July 20, 1880, he was elected presi- 
dent of the bank to which position he 
was re-elected at each succeeding elec- 
tion until 1920, when he became chair- 
man of the board. 

For nearly a half a century he was a 
trustee of Carroll College, which insti- 
tution conferred on him the honorary 
degree of LL.B. He was also a trustee 
of the Northwestern Mutual Life Insur- 
ance Company for more than twenty 
years. Through his foresight and gen- 
erosity his city was provided with a 
large and beautiful park—Frame Memo- 
rial Park—which will constitute a fitting 
witness to his love for the city where 
he was born and in which his life was 
passed. 

Mr. Frame is survived by his wife, 
three sons and one daughter and four 
grandchildren. Mr. and Mrs. Frame 
were married sixty-three years on 
August 25. The sons are Walter R., 
vice-president of the Waukesha Na- 
tional Bank; Harvey, Waukesha attor- 
ney, and William S. Frame, Schenec- 
tady, N. Y. The daughter is Miss 
Mabel Frame, Waukesha. 





CONDENSED STATEMENT OF CONDITION 
December 31, 1932 


Che 
Cleveland 
Crust Company 


ASSETS 


Cash on Hand and in Banks .... $ 25,663,578.21 
United States Government Bonds and Cer- 

tificates .. , 23,668,484.40 
State and Municipal Bonds ‘and Other 

Bonds and Investments, including 

Stock in Federal Reserve Bank. . . 25, 163,385.36 
Loans, Discounts and Advances. . . 187,744,913.57 
Banking Houses and Lots and Other Real 

| er ; 9,858,883.78 
Interest and Earnings Accrued and Other 

Resources . . ‘“ 3,390,663.34 
Customers’ Liability on Letters of Credit 

and Acceptances Executed by this Bank 866,172.12 


Total . . . . $276,356,080.78 


LIABILITIES 


Capital Stock . . lee le $ 13,800,000.00 
Surplus and Undivided “Profits wpa ee 9,625,006.46 
Reserve for Taxes, Interest, etc... . . . 965,800.56 
Dividend Payable, January 3, 1933 — 276,000.00 
Agreement to repurchase U. S. Govern- 

a Se a me eg 9,413,317.50 
Deposits . . be ee eS ae oe. ee te 240,917,308.53 
Other Liabilities phew : 492,475.61 
Letters of Credit and Acceptances Exe- 

cuted for Customers. . ..... 866,172.12 


Total . . . . $276,356,080.78 


Member Federal Reserve System 
Member Cleveland Clearing House Association 
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BANKING and COMMERCIAL LAW 


A MONTHLY REVIEW OF IMPORTANT DECISIONS OF INTEREST 
TO BANK EXECUTIVES 


BANK PRESIDENT’S AUTHORITY 
TO GIVE SECURITY FOR 
PUBLIC DEPOSITS 


State Bank of Commerce of Brockport, 
by Broderick, Superintendent of 
Banks v. Stone, New York 
Supreme Court, 258 
N. Y. Supp. 717 


HERE a bank’s by-laws give 

\X/ the president general supervi- 

sion of its business and specific 
authority to sign transfers of stock, such 
powers include power to pledge bonds 
as security for public deposits. 

In this case the president, pursuant to 
the powers above referred to, pledged 
bonds belonging to the bank as security 
for deposits made in the bank by the 
Farm Bureau of Monroe County. After 


the closing of the bank the Superintend- 
ent of Banks sought in this action to 
recover possession of the bonds on the 
ground that the president did not have 


authority to pledge the bonds. The 
court ruled that, under the circum- 
stances, he was properly authorized. 


Action by the State Bank of Com- 
merce of Brockport, N. Y., by Joseph 
A. Broderick, Superintendent of Banks 
of the State of New York, against How- 
ard G. Stone, as treasurer of the Farm 
Department of the Monroe County 
Farm & Home Bureau Association, to 
set aside an agreement pledging bonds 
as security for deposits. Complaint dis- 
missed. 


OPINION OF THE COURT 


CUNNINGHAM, J.—This is an 
action to set aside an agreement entered 
into between the State Bank of Com- 
merce and the Farm Bureau of Monroe 
County, whereby the bank delivered to 
the farm bureau bonds to secure deposits 


of the farm bureau in the bank. The 
plaintiff seeks to recover possession of 
such bonds pledged as collateral, claim- 
ing that the contract is ultra vires, was 
made without consideration, and that 
the president of the bank did not have 
authority to pledge the bonds in ques- 
tion. The defendant claims that the 
funds of the farm bureau are public 
funds and that it was proper for the 
bank to give security for funds deposited 
by the farm bureau and that the con- 
tract is valid. 

The farm bureau is organized under 
the County Law, § 12, subd. 28-a, and 
is “a public county association.” It is 
formed to “encourage and promote the 
general improvement of agricultural and 
home conditions.” Cornell University, 
“as agent for the state,” has general 
supervision of the work of the farm 
bureau. 

It must be admitted that the improve- 
ment of farms and farm conditions and 
the betterment of homes is a matter in 
which the people generally are inter- 
ested. 

Public education is a governmental 
function, and this is so whether it re- 
lates to the teaching of reading, writing 
and arithmetic, manual training and 
physical culture, or to the improved 
methods to be used in the conduct of 
farms and homes. 

When an association is authorized 
and directed to perform governmental 
functions, the moneys held by it for such 
purposes nfust be considered to be pub- 
lic funds. Most of the moneys in 
possession of the defendant come from 
the Federal Government, the State of 
New York, and the County of Monroe. 
In addition, there are some dues paid 
by members. This ‘fact does not affect 
the character of the money, as most 
public moneys are derived in part from 
individuals in the form of taxes. Funds 
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of a “public association,” which are to 
be used solely for governmental purposes 
under the supervision of a state agency, 
are public moneys. 

It has been the custom of banks to 
give security for funds deposited in the 
banks when such funds are to be used 
for governmental purposes. It is to the 
interest of banks to secure deposits for 
their institutions. It is more important 
to secure deposits of public funds, be- 
cause not only does the bank have the 
use of such funds, but the fact that such 
deposits are made with it inspires con- 
fidence in people as to the reliability of 
the bank. In order to secure and retain 
such deposits, it has become almost a 
matter of necessity for banks to secure 
the same. 

It seems to me that when a bank is in 
sound condition it is good judgment on 
the part of its officials to use stocks and 
bonds which it owns as collateral for the 
security of public funds deposited with 
it instead of paying a considerable sum 
for such security to a surety company. 

The president of the bank, with the 
approval of the executive committee of 
the board of directors, made the con- 
tract with the defendant and transferred 
the securities to it. Under the by-laws, 
the bank president had general super- 
vision of its banking business and was 
specifically authorized to sign “transfers 
of securities held by the bank.” This 
gave him the power to pledge the bonds 
in question as security for deposits made 
by the farm bureau. In reliance upon 
this contract and the collateral delivered 
in accordance therewith, the defendant 
left with the bank funds they had on 
deposit and afterwards made additional 
deposits. 

I am, therefore, of the opinion that 
the contract made between the bank and 
the farm bureau is valid and enforce- 
able, and that the defendant is entitled 
to use the proceeds of the sale of such 
bonds to defray any loss of deposits 
caused by the closing of the bank. 

The complaint is dismissed, with costs. 


RIGHT OF SUCCESSOR TO ACT 
AS TRUSTEE IN PLACE OF 
BANK NAMED IN WILL 


In re Wolbert’s Estate, N. Y. Surro- 
gate’s Court, Rensselaer County, 
259 N. Y. Supp. 127 


Where a will named, as trustee, a 
bank which, through merger with an- 
other bank, had ceased to exist prior to 
the execution of the will, it was held 
that the successor bank was not entitled 
to act as trustee. 

The will in this case was executed on 
March 2, 1931. It left the residuary 
estate to the New Netherland Bank of 
New York, as trustee. It appeared, 
however, that on February 1, 1928, the 
New Netherland Bank had merged with 
the Seaboard National Bank; that on 
September 16, 1929, the Seaboard Bank 
had merged with the Equitable Trust 
Company, and that on May 31, 1930, 
the Equitable Trust Company was con- 
solidated with the Chase National Bank. 
Since all of these changes took place 
prior to the execution of the will, it was 
apparent, as the court pointed out, that 
the New Netherland Bank had ceased 
to exist at the time when the will was 
made. The Chase National Bank, there- 
fore, successor to the New Netherland 
Bank, was not authorized to act as 
trustee. 

Proceeding for the settlement of the 
account of the executor of the estate of 
Olive Wolbert, deceased, involving con- 
struction of the will. Decree in accord- 
ance with opinion. 


OPINION OF THE COURT 


WAGER, S.—In this proceeding for 
the judicial settlement of the accounts 
of the executor, the Chase National 
Bank has asked for a construction of 
the will to the end that the testatrix in- 
tended to designate as the trustee under 
her will the Chase National Bank as 
the successor of the New Netherland 
Bank of New York, and that letters of 
trusteeship be granted to the Chase Na- 
tional Bank accordingly. 

The decedent executed her will on 
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the 2d day of March, 1931, and it was 
duly probated in this court on the 31st 
day of March, 1931. By the “seventh” 
paragraph of the will all the residue and 
remainder of decedent’s property was 
given and bequeathed to the New 
Netherland Bank of New York, in trust, 
to pay the income received therefrom to 
decedent’s two sisters during their lives, 
and upon their death the remainder was 
bequeathed to a niece. 

Prior to the making of the will and 
on February 1, 1928, the New Nether- 
land Bank was merged with the Sea- 
board National Bank of the City of 
New York, and on June 16, 1929, the 
Seaboard National Bank surrendered its 
charter and was succeeded by the Sea- 
board Bank of the City of New York 
under the provisions of the laws of the 
State of New York. On September 16, 
1929, the Seaboard Bank of the City of 
New York was merged with the Equi- 
table Trust Company of New York, and 
on May 31, 1930, the Equitable Trust 
Company of New York was consoli- 
dated with the Chase National Bank of 
the City of New York. All these sur- 
renders, mergers, and _ consolidations 
having taken place prior to the execu- 
tion of decedent’s will, it is apparent, 
and is aptly stated by the learned coun- 
sel in their brief for the Chase National 
Bank, that at the time of the execution 
of the will “the New Netherland Bank 
had ceased to exist.” 

As authority for the surrogate to de- 
termine that the Chase National Bank 
is entitled to letters of trusteeship under 
decedent’s will, counsel have cited Mat- 
ter of Bergdorf’s Will, 206 N. Y. 309, 
317, 99 N. E. 714, 717; but a careful 
reading of the latter case shows that the 
facts in the present matter are clearly 
distinguishable from the facts in the 
Bergdorf matter. In the Bergdorf mat- 
ter the trust company named as trustee 
did not merge its corporate existence 
until several years after decedent made 
his will. And the court held that the 
same trust company continued to exist 
as to all matters that existed against it, 
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and as to all privileges that it had at the 
time of the merger. To use the language 
of the court, it held “that every right, 
privilege, interest, or asset of conceiv- 
able value or benefit then existing which 
would inure to the Morton Company 
{the named trustee} under an unmerged 
existence should inure to the Guaranty 
Company. Nothing appertaining to the 
Morton Company was to be lost, for- 
feited, or destroyed.” 

In the present matter the New 
Netherland Bank had no right, privilege, 
interest, asset, or benefit in or under the. 
will of the decedent Olive Wolbert. At 
the time the will was made its identity 
had ceased; and the surrogate is clearly 
of the opinion that the Chase National 
Bank is fot entitled to letters of trustee- 
ship under the provisions of the will. 

The trust remains valid, however, and 
a trustee will be named by the court 
upon proper application being made. 

The other matters raised concerning 
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the assets of the estate will be deter- 
mined when a new trustee is appointed. 

A decree may be submitted in accord- 
ance with this memoranda. 


BANK NOT LIABLE IN PAYING 
CHECKS INDORSED BY COR- 
PORATION OFFICER 


S. Brody Trading Corporation v. Manu- 
facturers’ Trust Co., City Court of 
New York, 259 N. Y. Supp. 91 


The treasurer of a corporation, also 
acting as general manager, was author- 
ized to indorse in blank checks payable 
to the corporation, but, in dealing with 
the checks, his authority was limited to 
depositing them to the credit of the cor- 
poration. The treasurer indorsed two 
checks payable to the corporation and 
diverted them to his own use. The 
checks were eventually paid by the bank 
on which they were drawn. 

In this action by the corporation 
against the drawee bank, it was held 
that the bank was not liable since the 
bank had no notice of the limitation on 
the treasurer’s authority. The treasurer 
was guilty of a breach of faith in so 
using the checks but his indorsements, 
being authorized, could not be regarded 
as forgeries. 

Action by the S. Brody Trading Cor- 
poration against the Manufacturers’ 
Trust Company, impleaded with the 
Federal Reserve Bank of New York. 
Judgment directing verdict in favor of 
defendant first named. 


OPINION OF THE COURT 


WENDEL, J.—The plaintiff was a 
depositor of the defendant Manufactur- 
ers’ Trust Company and made two 
checks payable to the Camden Burlap 
Company, Inc., for $615.91 and $1000, 
respectively. Said checks were indorsed 
in the name of the payee by one Meyer 
Mackler, its treasurer. It is conceded 
that Meyer Mackler was authorized by 
the corporation (the payee) to indorse 
checks as its treasurer and to deposit 
them in the Camden Safe Deposit & 


Trust Company, which he failed to do. 
Mackler was also general manager of the 
Camden Burlap Company, Inc., and it 
appears that Mr. S. Brody, the presi- 
dent of the plaintiff, was also the presi- 
dent of the Camden Burlap Company, 
Inc., the payee in said checks. After- 
wards the checks came into the hands of 
the Federal Reserve Bank through in- 
tervening indorsements, and the defend- 
ant Manufacturers’ Trust Company 
paid the same to the Federal Reserve 
Bank of New York, which had guaran- 
teed the indorsements and which was 
brought in as liable over to the defend- 
ant Manufacturers’ Trust Company. 
The plaintiff claims the indorsement of 
the checks by Mackler in the name of 
the Camden Burlap Company, Inc., was 
a forgery, and so alleges in its com- 
plaint. In the case of Cluett v. Cou- 
ture, 140 App. Div. 830, 833, 125 N. 
Y. S. 813, 815, affirmed 206 N. Y. 668, 
99 N. E. 1105, a check was cashed by 
the defendant which he received from 
the agent of the plaintiff, the check 
having been received in payment of an 
indebtedness by the maker to the plain- 
tiff. The court said: “While plaintiffs 
granted full power to their agent to in- 
dorse checks in blank by writing their 
firm name on the back without any re- 
strictive words, they restricted the use 
which he should make of the check after 
he had indorsed it by requiring him to 
deposit it in the bank to their credit. 
Any departure by the agent from such 
authority and instructions was a mere 
diverting of a negotiable instrument 
from an authorized use, in which case 
it is not disputed the loss, if any, must 
fall on the principals of the agent guilty 
of the diversion, rather than on a bona 
fide holder for value without notice.” 
See, also, McCabe Hanger Manufactur- 
ing Co. v. Chelsea Exchange Bank, 183 
App. Div. 441, 170 N. Y. S. 759; 
Standard Steam Specialty Co. v. Corn 
Exchange Bank, 220 N. Y. 478, 116 N. 
E. 386, L. R. A. 1918B, 575. 

In Standard Steam Specialty Co. v. 
Corn Exchange Bank, supra, the prin- 
ciples of the case heretofore cited are re- 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


iterated by Judge Pound, who, amongst 
other things, said (page 481 of 220 N. 
Y., 116 N. E. 386, 387): “Cohen had 
no authority to indorse checks in blank. 
If plaintiff had given such authority to 
her [its stenographer} with the inten- 
tion that the checks when so indorsed 
might be used for a specific purpose 
only, such as deposit in the Greenwich 
Bank, the indorsement would not be 
made ‘without authority of the person 
whose signature it purports to be’ 
(Negotiable Instruments Law, § 42), 
her misconduct would be a breach of 
faith but not a forgery,” etc. In the 
case at bar there is nothing in the form 
of the check or the indorsement to put 
the defendant on notice that Meyer 
Mackler was diverting the check, and 
the cases cited by the plaintiff do not 
apply, for they were cases where the 
officer indorsing in the name of the cor- 
poration deposited the checks to his per- 
sonal account or indorsed them to his 
own order. The fact that on one of 
the checks the officer did not add his 
name and office after indorsing the same 
with the corporate name is of no import, 
since there is no legal requirement that 
he do so. Van Norden Trust Co. v. L. 
Rosenberg, 62 Misc. 285, 114 N. Y. S. 
1025; Youngs v. Perry, 42 App. Div. 
247, 59 N. Y. S. 19. 

My conclusion is that Mackler was 
guilty of a diversion, a breach of faith, 
and not a forgery, and that his princi- 
pals must bear the loss. Judgment di- 
recting verdict in favor of the defend- 
ant. Submit order on notice. 


New York City 


RIGHTS OF HOLDER OF BANK 
DRAFT ON FAILURE OF BANK 


Fulton, Superintendent of Banks v. 
Hankey, Court of Appeals of Ohio, 
180 N. E. Rep. 268 


One who purchases bank drafts for 
cash and still holds them at the time of 
the failure of the issuing bank is not 
entitled to a preference in payment over 
the other creditors of the bank. In pur- 
chasing bank drafts the purchaser be- 
comes, in law, an ordinary creditor of 
the bank. No relationship of trust is 
involved. 

In this case it appeared that on No- 
vember 4, the plaintiff Hankey bought 
four drafts from the Commercial Bank 
and Savings Co., each drawn upon the 
Hanover National Bank. The former 
bank immediately transferred the pur- 
chase price to its credit with the latter 
bank. The plaintiff held the drafts 
without presenting them to the Hanover 
National Bank, until November 30, 
when the Commercial Bank failed. The 
court denied the plaintiff's claim that his 
purchase of the draft entitled him to a 
preferred claim. 


OPINION OF THE COURT 


RICHARDS, J.—H. G. Hankey 
brought an action against I. J. Fulton, 
superintendent of banks, in the court of 
common pleas of Wood County, for 
the purpose of securing a preference as 
a creditor of the Commercial Bank & 
Savings Company of Bowling Green. 
The trial judge, on hearing the case, 
found and adjudged that the assets of 
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the bank in the hands of the superin- 
tendent of banks for purposes of liquida- 
tion were impressed with a trust for 
the payment of the amount due the 
plaintiff, and adjudged that his claim 
was a preferred one against such assets. 
The superintendent of banks contends 
that the claim of Hankey is not a pre- 
ferred claim against the assets of the 
bank. 

The facts are not in controversy. On 
November 4, 1929, the plaintiff went 
into the Commercial Bank & Savings 
Company in Bowling Green and pur- 
chased four drafts of $100 each upon 
the Hanover National Bank of New 
York City, paying the bank for said 
drafts the sum of $400° in cash. The 
bank thereupon transferred said sum of 
$400 to its credit with the Hanover Na- 
tional Bank. The plaintiff received the 
drafts from the bank and continues to 
hold them, they never having been pre- 
sented to the New York bank for pay- 
ment; but on or about November 30, 
1929, the Commercial Bank & Savings 
Company of Bowling Green was closed 
by order of the superintendent of banks 
and the assets taken over for purposes 
of liquidation. 

Counsel for the superintendent of 
banks contend that the transaction be- 
tween the parties created merely the 
relation of debtor and creditor, and that 
therefore no preference exists, while 
counsel for the claimant, Hankey, insist 
that the relation created was that of 
principal and agent and that therefore 
the funds of the bank were impressed 
with a trust in his favor, thus giving his 
claim a preference. 

We think there can be no doubt that 
under the common law such a transac- 
tion as is disclosed in this case, there 
being no fraud shown, created between 
the purchaser of the draft and the bank 
merely the relation of debtor and credi- 
tor. Such seems to be nearly the uni- 


versal holding of the courts, and such a 
conclusion is more in accordance with 
the facts. The authorities are collected 
in an annotation found in 16 A. L. R. 
190, and a supplementary annotation 
may be found in 57 A. L. R. 1168. It 
may be noted, however, that the latter 
annotation is appended to a case in 
which fraud was shown to exist. See 
also annotation commencing in 73 A. L. 
R. 66. 

It is urged, however, that the common 
law, denying a preference in cases 
where a draft is purchased for cash, has 
been changed in Ohio by virtue of sec- 
tion 713, General Code. We do not so 
interpret that section. By its terms it 
only applies to a case where a check is 
presented to a bank for collection and 
payment, and the statute can have no 
application to a case where a draft is 
purchased and paid for in cash. 
Whether the statute applies to a case in 
which a draft was purchased with the 
depositor’s own check we need not now 
inquire, because the question is not in- 
volved in the case at bar and any opinion 
thereon would be wholly obiter. 

The facts in Union Savings Bank of 
Bryan v. Department of Commerce, 34 
Ohio App. 6, 170 N. E. 186, decided by 
this court, are so different from those in 
the case at bar that the decision is not 
an authority in this case. We call at- 
tention, however, to the fact that the 
syllabus cites section 713, General Code, 
while the reference should be to section 
714, General Code. The case last cited 
was afirmed by the Supreme Court in 
119 Ohio St. 142, 162 N. E. 423. 

For the reasons given the judgment 
will be reversed, and proceeding to 
render the judgment which should have 
been rendered in the court of common 
pleas, it is adjudged that the claimant is 
not entitled to any preference. 

Judgment reversed, and judgment for 
plaintiff in error. 





FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN EUROPE 


HE closing of the year 1932 was 

by no means deficient in striking 
events in various countries. Fore- 
most among these events, measured by 
the international interest with which 
they were accompanied, was the action 
taken by Great Britain and France re- 
specting their debts due to the Ameri- 
can Government on December 15. After 
the exchange of voluminous notes on 
both sides, Great Britain decided to pay 
the amounts due—$30,000,000 on ac- 
count of principal and $65,550,000 on 
account of interest—while France de- 
ferred payment of $19,261,432 on ac- 
count of interest. While there were 
some payments and defaults by other 
countries, the sums involved were not 
large, and with few exceptions (Italy, 
which paid, and Belgium, which did 


not) their action was of minor impor- 
tance compared to what was done By 


Great Britain and France. Payment by 
the former country was made on the 
stipulation that subsequent payments 
would be made only after the whole 
debt situation had been reviewed—a 
stipulation which was not acknowledged 
as binding by the American Govern- 
ment. Prime Minister Herriot made a 
strong plea to the French Chamber of 
Deputies to meet the payment due from 
France, but his plea was rejected, and 
his ministry promptly resigned in con- 
sequence. Considerable irritation has 
developed on both sides of the Atlantic 
in the discussions which have taken 
place, and possibly this display of feel- 
ing may profoundly affect international 
relations for some time to come. The 
course taken by the British government 
in making payment under exceedingly 
difficult circumstances has been received 
with great satisfaction in the United 
States, and there is a growing disposi- 
tion to accord sympathetic consideration 
to England’s request for a revision of 


the existing agreement. On the other 
hand, the default of France has operated 
to provoke considerable resentment 
against that country, although in in- 
formed circles the origin of the French 
attitude is not unrecognized. France 
claims that the Hoover moratorium de- 
prived that country of reparations that 
would have otherwise been received 
from Germany, and also ied France to 
believe that as a compensation for let- 
ting Germany off easily at the Lausanne 
conference the United States would be 
more lenient to France when dealing 
with the debt due from that country. 
It must also be borne in mind that while 
France has elected not to observe the 
terms of the contract calling for the pay- 
ment to be made on December 15, there 
has been no official statement to the 
effect that this contract would not be 
honored in the future. As a result of 
the action taken by the respective gov- 
ernments on this matter, the exchange 
value of the franc has fallen and that 
of the pound sterling has risen. Not- 
withstanding the tenseness arising from 
these recent events, the impression pre- 
vails that the way to a revision of the 
debt agreements is on the way, and that 
such revision may take place before the 
next payments are due on June 15, 
1933. 

Beside the perturbation caused by the 
debt controversy, other important 
changes have taken place. Germany has 
a new chancellor, following the recent 
elections, and China and Soviet Russia 
have entered into a new treaty, causing 
some irritation in Japan. The prospect 
of a naval agreement between France 
and Italy is less encouraging than it was 
a few weeks since. As somewhat coun- 
terbalancing these unfavorable elements 
in the international situation, the out- 
look for a moderate degree of accord on 
disarmament has improved. 
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Conditions in the United Kingdom 
show no striking change in recent weeks. 
The payment of over $95,000,000 on 
account of debt due to the United States 
has naturally attracted attention to the 
exclusion of other matters. While the 
immediate payment of so large a sum 
in gold was easily accomplished by the 
simple device of earmarking gold in the 
Bank of England for the Federal Re- 
serve Bank of New York. Later con- 
siderable quantities of the metal will 
have to be shipped across the Atlantic. 
The payment, which it had been hoped 
might be postponed, will also add to 
existing budget difficulties. 


New Capital Issues 


Statistics compiled by the Midland 
Bank Limited show that the capital 
issues in the United Kingdom for the 
eleven months ending with November 
30, 1932, aggregated £108,726,000, com- 
pared with £85,974,000 for the like 
period of 1931. Loans to other than 
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British countries constituted but a total 
of £311,000 for the eleven months end- 

ing with November 30, 1932. 


Effects of a Depreciated Currency 


Writing the Monthly Review of 
Lloyds Bank Limited Professor Henry 
Clay points out that “the advantages of 
depreciating one’s currency are not per- 
manent. Very quickly,” he says, 
“other countries followed Britain off the 
gold standard, among them countries 
with important competing industries like 
India and Japan. Other countries in the 
same position met the revival of British 
competition by reducing their costs. It 
was hoped at the end of last year 
{1931} that the stimulus given in the 
important British market might have the 
effect of starting a rise in prices in the 
world as a whole. It did not have that 
effect; on the contrary, it stimulated 
gold-standard countries to renewed ef- 
forts in price-cutting, and prices, both in 
sterling and in gold, have tended down- 
wards. There was a recovery in 
America and the United Kingdom from 
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June to September; but it was not sus- 
tained in October and it is impossible 
at the moment to decide whether prices 
are tending upwards or downwards. 


FRANCE 


Outstanding events in France in re- 
cent weeks have been the fali of the 
Herriot ministry, due to the refusal of 
the Chamber of Deputies to sanction the 
Prime Minister's policy in regard to the 
payment of interest on the American 
debt due December 15, and the signing 
of a treaty of non-aggression with Soviet 
Russia. 

France, like practically all other coun- 
tries, is having difficulty in increasing 
income and reducing expenditures, so 
that the budget may be brought into 
balance. Various groups naturally re- 
sist curtailment of government benefits, 
while proposals to add to taxation are 
no less favorably received from other 
groups. 


Within the past year the number of 
unemployed receiving state aid has 
largely increased, although the total is 
much less than in most other countries, 
showing that France, in this respect, is 
in a comparatively favorable position. 


GERMANY 


The political controversy which for 
some time has occupied attention in this 
country has been adjusted temporarily 
by the appointment of General Kurl 
von Schleicher as chancellor. As the 
Reichstag was unable to agree on a min- 
istry, the present cabinet is a presiden- 
tial one, whose actions must, however, 
receive approval of the parliamentary 


y. 

While bank credit has lately under- 
gone some further curtailment, trade 
and industry continue to show improve- 
ment. 


ITALY 


Here is the situation in Italy as pic- 
tured in the November Monthly Survey 
of Italian Trade and Industry, issued 
jointly by the Association of Italian Cor- 
porations and the General Fascist Con- 
federation of Italian Industries: 


“The third winter of world economic 
depression finds Italy holding her own, 
united, optimistic, energetic, determined 
to meet and overcome the difficulties 
which lie ahead. A vast program of 
public works has been drawn up by the 
government, supplemented by those of 
the several municipalities, which will 
keep down unemployment and enrich 
the nation with new agricultural lands, 
better roads, better farms, better homes, 
and better schools. The excellent crops 
obtained this year have placed the agri- 
cultural population in a better position 
to meet the winter. 

“While preparing to take her part in 
the International Economic Conference 
planned for next year, Italy shows by 
the financial policies she has steadily 
pursued for the last ten years, that it is 





Backed by an experience of eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 


the Philippine Islands. 


With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 
the Philippines, is developing rapidly and offers considerable opportunities to the 


foreign exporter, merchant, and investor. 


Careful and close attention given to the collection business of foreign banks. 


Inquiries and correspondence invited. 


Che Bank of the Philippine Islands 


ESTABLISHED 1851 
AUTHORIZED CAPITAL, P10,000,000.00 
CAPITAL FULLY PAID AND RESERVES, OVER P7,000,000.00 
(ONE U. 8S. $=TWO PESOS) 


Cable Address: 
BANCO 


HEAD OFFICE: 
10 Plaza Cervantes, Manila 


Branches in CEBU, ILOILO and ZAMBOANGA 


FULGENCIO BORROMEO . 
RAFAEL MORENO 


P. J. CAMPOS 

D. GARCIA 

S. FREIXAS . 

J. M. GARCIA 

Vv. J. JIMENEZ 


iy” 


above all on her own resources that she 
relies. For the money needed to tide 
over the present crisis it is to the home 
market that the government has turned 
with brilliant results. Industry is adapt- 
ing itself to changed conditions, liquidat- 
ing top-heavy, over complex concerns, 
forming trade associations to strengthen 
certain industries, relying on private 
initiative and resourcefulness to over’ 
come the difficulties of the situation. 
The Guild State is meanwhile steering 
a safe industrial course between the 
Scylla of state ownership and_ the 
Charybdis of excessive individualism and 
laisser faire. 

“The Italian business world is very 
sceptical of short cuts to prosperity by 
price raising through credit or currency 
inflation, tampering with the value or 
stability of the valuta (‘I look on our lira 
as the tangible flag of: the nation’ Mus- 
solini said the other day at Turin), man- 
aged currencies, etc. Manufacturers 
believe more in lowering costs than in 
cheap money as a means of stimulating 
the market.” 


-  « President 

— Vice-President and Secretary 
Vice-President and Mgr. Foreign Dept. 
° - Cashier 
: Vice- President and Auditor 

- « Manager, Cebu Branch 
Manager, Zamboanga Branch 


HOLLAND 


The November Monthly Review of 
the Rotterdamsche Bank Vereeniging 
states that the estimates for the total 
budget of the country for 1933 contem- 
plates a total deficit of 101,406,022 
florins, but in this connection it is inter- 
esting to note that in all the years from 
1923 to 1930 the actual results were 
considerably better than the estimates, a 
surplus usually appearing where a deficit 
had been expected. This favorable out- 
come was not, however, maintained in 
1931, although even in that year the 
deficit was much below that expected. 
Closing its review of the budget situa- 
tion, the authority given above says: 

“The words with which we finished 
last year our review of the budget in 
these columns may also be applied this 
year to this new one: Its chief charac- 
teristics are caution and the earnest en- 
deavor to keep the Dutch state finances 
sound. These have been always the 
guiding principles of the present Dutch 
minister of finance and are shown again 
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in the present budget, which is so much 
influenced by the world economic crisis.” 


POLAND 


The total public debt of Poland as of 
July 1, 1932, was 5,011,100,000 zlotys, 
of which 90.9 per cent. was due to 
foreign countries. On the date named 
the foreign bonded debt amounted to 
1,344,404,000 zlotys, or about 29 per 
cent. of the country’s foreign obliga- 
tions. This indebtedness is composed 
principally of three issues sold in the 


United States—the 6 per cent. loan of 
1920, the 8 per cent. loan of 1925, and 
the 7 per cent. stabilization loan of 1927 
(part of the latter being offered in other 


foreign markets). Proceeds of these 
loans were used for purposes of eco- 
nomic reconstruction, investments and 
the stabilization of Polish currency. 
They mature between 1940 and 1950. 

The budget for the coming fiscal year 
provides 274,920,000 zlotys for the serv- 
ice of the foreign debt and 53,200,000 
zlotys for the domestic debt. Thus the 
budget provides for both purposes 328,- 
120,000 zlotys as against 275,737,000 
zlotys for the current fiscal year and 
242,628,000 for the year 1931-32. This 
appropriation represents an increase of 
52,383,000 zlotys or 19 per cent. over 
the current year and of 85,492,000 
zlotys or 35 per cent. over the year 
1931-32. 

Commercial failures in Poland during 
the nine months ending September, 
1932, totaled 444 according to figures 
released by the Central Office of Statis- 
tics. This figure compares with a total 
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of 564 failures registered during the 
corresponding period of 1931 and is thus 
a decrease of 120 failures or 21 per 
cent. 


FINLAND 


The Quarterly Trade Review for No- 
vember, issued by the Nordiska Foren- 
ingsbanken, Helsingfors, contains the 
following information: 

“In Finland there have been several 
favorable points in the economic de- 
velopment during the quarter. The har- 
vest was a good one, so that it seems 
possible to expect an improvement in 
the purchasing power of the rural popu- 
lation. Foreign trade has continued to 
provide such a considerable surplus of 
exports that it has been possible, in spite 
of the upsets caused by the crisis, to 
maintain a state of equilibrium on the 
whole in the balance of payments. And 
finally both home trade and production, 
especially for the home market, have ex- 
panded to a noticeable extent. On the 
other hand, however, the outward flow 
of capital that still goes on—both from 
the banks and out of the country—is 
liable to some extent to weaken the im- 
pression of generally favorable prog- 
ress.” 

Further indications of the strength of 
the country’s position are found in the 
Monthly Bulletin of the Bank of Fin- 
land, which says: 

“On October 12 a year had elapsed 
since Finland had been obliged, like 
several other countries, to abandon the 
gold standard. Although a disagio vary- 
ing from 21 per cent. (on October 12, 
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1931) to 46 per cent. (on December 12, September, 1931 and 292,800,000 


1931) and 41 per cent. (on October 12, 
1932) has been quoted since then for 
the Finnish paper mark, prices within 
the country have—in conformity with 
the development in other countries with 
a paper currency—not been influenced 
in any inflatory manner in Finland. 
However, the tendency to redeem short- 
term credits taken up in foreign cur- 
rency, which strained the position at the 
critical moment a year ago, has persist- 
ently continued. At the same time as 
the valuation of foreign exchange was 
forced upwards by this means, the pro- 
ductive capacity of the country has been 
heavily resorted to for this purpose. It 
must be looked upon as a remarkable 
performance that the floating foreign 
debt could be reduced during the three 
completed quarters of this year by an 


amount, which, calculated at the gold 


parity of exchange, turns out at close on 
600,000,000 marks, but under such cir- 
cumstances it is also comprehensible that 
the local money market could not experi- 
ence any relaxation at all.” 


NORWAY 


According to the Monthly Report 
issued by the Bank of Norway, the sta- 
tistics of the foreign trade for the first 
three quarters of 1932 show a total sur- 
plus of imports of 89,400,000 kroner, as 
against 306,100,000 and 269,200,000 
kroner respectively in the corresponding 
period of 1931 and 1930. The value of 
the imports hitherto this year [1932} 
amounts to 505,200,000 kroner, which 
is 120,500,000 kroner less than January- 


kroner less than in January-September, 
1930. The value of the exports attains 
415,800,000 kroner, which exceeds the 
value in the same period of 1931 by 
96,200,000 kroner, but is 113,000,000 
kroner below the value January-Septem- 
ber, 1930. From a foreign exchange 
point of view the foreign trade balance 
is thus very favorable. However, as far 
as the exchange of Norwegian goods 
against imported goods are concerned, 
the situation is aggravated, as prices are 
developing in an adverse manner. Thus 
the price index for imported goods 
shows a rise of 16 per cent., whereas the 
prices for export goods, despite the drop 
in the value of the kroner, have declined 
about 9 per cent. 


ARGENTINA 


Under date of November 28 the First 
National Bank of Boston has received 
the following cable report from its 
branch in Buenos Aires, Argentina: 


General Conditions 


There was a favorable trade balance 
for the first ten months of 416,510,377 
paper pesos, against 175,855,282 a year 
ago. The proposed 1933 budget shows 
probable expenses of 865,000,000 paper 
pesos, or about 24,000,000 greater than 
1932. The increase is due entirely to 
the cost of servicing the public debt. 
The October combined bank statement 
shows deposits down 16,000,000 paper 
pesos, loans down 40,000,000, cash up 
12,000,000. Cash reserve is 23.5 per 
cent. 
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October, 1932 


15,916,000 
1,910,000,000 


Liabilities failures 
Bank clearings 


The latest conversion office report 
shows: 
Paper Pesos 
Gold reserve 583,915,126 
Commercial 
counted 
Patriotic bonds 
Total curency 


bills redis- 
255,752,564 
168,250,020 


1,300,935,968 


Exchange Market 


The exchange market improved some- 
what early in the month, with a larger 
volume of bills offered. A decrease in 

‘ offerings in the latter half should bring 
the figure for November around that of 
October, with sales of 80,000,000. The 
dollar is unchanged; sterling is down 3 
per cent. 

General business conditions in the 
Argentine Republic are thus commented 
on in Report No. 196, issued by Ernesto 
Tornquist & Co., Limited, Buenos Aires: 

“The continuance of the general 
economic depression is evidenced by the 
further decline of several of the indices 
which reflect the tendency and intensity 
of the country’s economic activities. 

“The funds obtained by the issue of 
the Patriotic Loan eased somewhat the 
financial situation of the national gov- 
ernment and rendered it possible to 
liquidate the most pressing part of the 
floating debt. Owing to delay in the 
68 


September, 1932 
22,261,000 
2,047,000,000 


October, 1931 


20,662,000 
2,645,413,000 


collection of the recently imposed in- 


‘come tax and the tax on transactions, a 


deficit for the current year is to be fore- 
seen. 

“Foreign trade returns show a further 
decline in values. The balance is favor- 
able to this country but is not sufficient 
to cover the demand for foreign ex- 
change, which is intense owing to there 
being heavy previous commitments out- 
standing.” 


DENMARK 


As to industrial conditions in Den- 
mark the Monthly Review, issued by 
Den Danske Landmandsbank, Copen- 
hagen, says: 

“According to the unemployment 
statistics last published—those for Sep- 
tember—the number of unemployed was 
more than 30 per cent. of the total num- 
ber of laborers. For the months just 
preceding the percentage approximately 
corresponded to this, while in Septem- 
ber, 1931, it was only 12. per cent. 

“To judge from these figures trade 
conditions should be considerably worse 
than a year ago. But the figures cannot 
be directly compared owing to changes 
of the rules for granting unemployment 
relief and, in any case, it is not possible 
to draw immediate conclusions regard- 
ing the position of industry. 





“As a consequence of the develop- 
ment which has taken place during the 
present: year [1932] the actual position 
appears to be that the industrial produc- 
tion and sales do not fall very much 
short of last year’s records., For several 
lines reports indicate that, generally 
speaking, conditions are no worse than 
in the autumn of 1931, and in support 
of this it may be mentioned that the 
price index for shares of industrial con- 
cerns was 76 for September, 1932 (July, 
1914100), against 73 for September, 
1931. 

“Other factors to be taken into con- 
sideration in judging the economic situa- 
tion of the country are the favorable 
state accounts and balance of trade.” 


JAPAN 


It is generally believed that the Yoko- 
hama Specie Bank is a large factor in 
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maintaining the exchange rate around 
the $0.20 level, but some doubt exists as 
to the ability to hold exchange at this 
rate. Discussions over the advisability 
of the government purchasing foreign 
securities held in Japan continues, but 
no immediate action is anticipated. 
Security prices are following the upward 
movement of commodity prices, while 
bonds are weak. The Bank of Japan 
has absorbed government bonds to the 
amount of 200,000,000 yen. Advance 
in the note issue is expected. The final 
draft of the 1933-34 budget places ex- 
penditures at 2,239,000,000 yen, neces- 
sitating a bond issue of approximately 
900,000,000 yen. Merchandise exports 
for the month of November were valued 
at 152,000,000 yen, an increase of 
5,000,000 yen over October, and 75,- 
000,000 yen larger than in November, 
1931. 





“FIRST 


NATIONAL BANK of 
BOSTON 


1784 * 1933 


A CONDENSED STATEMENT of CONDITION 


Covering all Offices and Foreign Branches 
as of December 31, 1932 


RESOURCES 


$159,633,242.49 

107,351,753.67 

State and Municipal Securities 15,336,591.76 
Acceptances of Other Banks 8,703, 237.26 
Collateral Demand Loans to Banks and Brokers 36,330,110.89 
Loans, Discounts and Investments 298,251,168.28 
Banking Houses 14,646,192.14 
Customers Liability Account of Acceptances 2,926,278.17 
Accrued Interest Receivable and Other Assets 4,138,435.22 


$647,317,009.88 
a 
LIABILITIES 


Surplus and Profits $75,360,280.98 
Reserves, including Interest, Taxes, Dividend, Unearned 

Discount, and Contingencies 9,856.810.16 

Acceptances Executed for Customers 4,31. 510.89 

Endorser on Acceptances and Foreign Bills Sold 1,271,682.62 
Agreements to Repurchase United States Government 

2,343,000.00 

3,233,668.66 

550,939 756.57 


Total $647,317,009.88 


The figures of Old Colony Trust Company and The First of 
Boston Corporation of Massachusetts, both of which are beneficially 
owned by the stockholders of The First National Bank of Boston, 
are not included in the above statement. 
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Current Conditions in Canada 


of November 23, the Bank of Mon- 
treal says: 

“Retail business has felt the spur of 

colder weather, sales of wearing apparel 


[: its Business Summary, under date 


increasing, while in wholesale circles 
holiday goods are being distributed, but, 
as a whole, the movement is moderate. 
Stock-taking will probably show rela- 
tively light inventories in both whole- 
sale and retail hands. The Dominion 
Bureau of Statistics return of commod- 
ity prices shows a slight recession to have 
occurred in October, the index number 
dropping to 65.0 from 66.9 in Septem- 
ber and bringing the number to the 
lowest point since 1914. It is to be ob- 
served, however, that fluctuations in 
prices have been less violent this year 
than in 1930 or 1931, and that a rela- 
tive degree of stability seems to have 
been reached. Grain and livestock de- 
clined in price, but the principal reces- 


sion was in the index for forest prod- 
ucts, which fell from 69.9 to 64.5 in 
consequence of the lower prices of news- 
print and wood pulp. It is noteworthy 
that the index number of commodity 
prices, which in 1920 was 155.9, is now 
65.0. 

“Major manufacturing industries are, 
for the most part, operating below ca- 
pacity, but textile mills are working on 
a fair scale and the output of boot and 
shoe factories has exceeded last year. A 
brisk movement of wheat from the 
Prairie Provinces in September and Oc- 
tober increased car loadings and took up 
some of the slack of unemployment 
among railway operatives. In the period 
to November 5th of the current year 
car loadings were 14.51 per cent. less 
than in the same period in 1931. 

“Revised estimates of the crop by the 
Dominion Bureau of Statistics have 
somewhat reduced the yield of wheat, 
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the total for the Dominion now being 
placed at 431,200,000 bushels, or 127,- 
000,000 bushels more than last year. 
From the port of Montreal more than 
100,000,000 bushels have been shipped 
in the season now drawing to a close, an 
increase of about 20,000,000 bushels 
over last year, and evidence that the St. 
Lawrence route has not lost prestige in 
this important trade. Another feature 


of external commerce has been the large 
increase in imports of British anthracite 
coal, stimulated by a preferential tariff 
and favoring rate of exchange. 


“There was an increase of $17,086,- 
000 in the foreign trade of Canada in 
October over the preceding month but 
a decrease of $8,211,000 compared with 
October, 1931. The notable feature of 
the figures of external trade last month 
is the gain in domestic exports, the value 
of which increased in larger amount 
than in any month since May of last 
year, the rise having been from $42,186,- 
000 to $56,626,000, or by over 34 per 
cent. This was due to the large move- 
ment of wheat, 40,192,000 bushels 
against 18,925,000 bushels in the corre- 
sponding month last year. Other Oc- 
tober exports were all of less value than 
a year ago, that of cheese decreasing 
$1,185,000, of newsprint $1,957,000, of 
fish $759,000, of planks and boards 
$645,000 and of copper $863,000. An 
exception was afforded by automobiles 
and parts, the export of which rose to 
$1,515,000 from $279,000 in October 
of last year. Imports continue to de- 
cline from the proportions of last year, 
those in October showing a drop of 
$8,838,000. 


a 


“The favorable balance of external 
trade was enlarged’ again last month 
when total imports were $37,094,000 
and total domestic exports $56,626,000, 
making an excess of exports of $19,531,- 
500; while the excess for the last seven 
months has been $32,073,000 against an 
excess of imports of $13,099,000 in the 
corresponding period last year. The 
improvement in trade balance over 1931 
thus amounts to $45,172,000. 

“Steadily increasing gold production 
continues to characterize the mining 
field. For all Canada the gold recovery 
in the nine months to September 30 
amounted to $46,963,000, an increase of 
$6,153,000 over the corresponding 
period last year. The output of baser 
metals is checked by low prices. ; 

“Building and engineering construc- 
tion awards in October were less than 
in any month for many years. In the 
last ten months contracts are estimated 
to amount to $118,512,000, compared 
with $279,582,500 in the corresponding 
period in 1931, $393,146,800 in 1930, 
and $498,727,500 in 1929. 

“The statement of chartered banks at 
the end of September shows changes in- 
cidental to crop marketing, note circu- 
lation having increased $5,466,700 dur- 
ing the month. On the other hand, cur- 
rent loans decreased $973,000, although 
these accounts ordinarily move in the 
same direction. Compared with a year 
ago note circulation was down 5 per 
cent. and current loans down 12 per 
cent. Demand deposits increased $5,- 
302,000 in September, while notice de- 
posits fell $7,157,000. Compared with 
the corresponding month last year ag- 
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gregate public deposits have declined 
$209,741,000, or about 10 per cent. 
Bank debits for October amounted to 
-$2,367,000,000 as compared with $2,- 
587,000,000 in October, 1931.” 


General conditions as reviewed by the 
Monthly Commercial Letter of the 
Canadian Bank of Commerce: 

“It is now apparent that the disap- 
pointing records of the major industries 
for mid-autumn production were largely 
offset by a burst of activity in the sec- 
ondary industries, notably the textile 
trades. The sole exceptions to declining 
production in the major industries in 
October were in newsprint, which 
showed an increase of somewhat less 
than seasonal proportions, and in auto- 
mobiles, chiefly for export. Steel pro- 
duction was but little more than half 
that of the preceding month and at two 
of three principal centers was negligible, 
while there was a decline in the lumber 
cut and in the output of some leading 
minerals. Railway freight traffic has 


dropped sharply since mid-September, 


after rising to a point above that of the 
corresponding period of 1931. On the 
other hand, there was an improvement 
in employment during the early autumn, 
a period when employment is usually 
either stationary or on the decline, and 
a smaller recession latterly than might 
have been expected; thus, the most re- 
cent Dominion government employment 
report mentions that the drop in factory 
employment was not so great as in the 
late autumn of the three preceding 
years. This comparatively favorable 
showing is the result of the sustained 
production of consumption (rather than 
of capital) goods, which is, perhaps, as 
it should be in times like the present. 
Although there is now a seasonal lull in 
certain secondary industries there is a 
further expansion to be recorded in 
some branches of the textile trades and 
increased activity at those steel mills 
where there was virtually a shut-down a 
month ago. In addition, there are fav- 
orable reports from some of the impor- 
tant coal-mining fields and from the 
principal gold-producing districts which 


should offset a slackening in other min- 
eral areas. The net result of these re- 
cent influences cannot be accurately de- 
termined for a few weeks yet, but it is 
probable that domestic trade has con- 
tinued to decline somewhat, particularly 
in the West, where, superimposed upon 
a low grain price level, there is quite a 
strong tendency on the part of the farm- 
ers to withhold grain from the market 
in the hope of better financial returns 
than are now possible. 

“A noteworthy development of recent 
Canadian economy is a large favorable 
balance in the country’s visible foreign 
trade. As was the case in 1931, exports 
have exceeded imports each month since 
June, but the favorable balance in Oc- 
tober was so abnormally large as to make 
the cumulative total more than double 
that of the corresponding period of last 
year. Ordinarily, this might pass with- 
out special comment, for then a margin 
of exports over imports would have no 
great significance. But with world trade 
shrinking and prices declining it is an 
achievement of no mean order so to en- 
large the volume of exports as to gain 
foreign funds of greater amount than 
in the preceding year, especially in a 
season when heavy external debt service 
payments are due, as happens to be the 
case with this country at the present 
juncture. 

“Continued large exports of wheat 
were of cc se a very important factor 
contributing to the satisfactory results 
of foreign trade. The overseas ship- 
ments of this product since the begin- 
ning of the ‘wheat year,” August Ist, 
total about 100,000,000 bushels, this 
being over 50 per cent. of world exports 
and about one-quarter of the Canadian 
wheat available for the foreign market.” 

The Monthly Review of the’ Bank of 
Nova Scotia for November contains an 
interesting treatise on “Background of 
the Railway Problem.” Commenting 
on tables showing the decline in earn- 
ings, it says: 

“Any business organization must be 
prepared for the consequences of recur- 
rent business depressions. After the 
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rapid increase of trafic during 1925, 
1926, 1927 and 1928, it was only 
natural to suppose that the great 
Canadian railway systems might pres- 
ently find themselves entering upon a 
period of reduced earnings. 

“But a reduction of earnings on the 
scale indicated is something to stagger 
the imagination. Clearly such a serious 
contingency was not to be foreseen in 
the piping times of prosperity. We must 
remember that this depression took the 
whole world by surprise. 

“Though the root of the railway prob- 
lem may be traced, ultimately, to the 
burden of excess mileage in Canada, 
that problem was certainly precipitated 
at this particular time by the decline in 
trafic and earnings. Until the decline 
occurred, the scale of the problem itself 
was naturally not adequately realized. 

“What has been the relative incidence 
of the decline on the two great railway 
systems of this country? The tables il- 


INTERNATIONAL 


CoMMERCIAL BANK OF SCOTLAND LIMITED. 
Net profits for the year ending October 31, 
£377,060 10s. 7d., to which was to be added 
£75,770 2s. 9d. from last year, making a total 
of £452,830 13s. 4d. Of this amount £253,- 
750 was applied to dividends and various 
allotments for the first half year and to divi- 
dends and income tax for the second half 
£379,500, leaving £75,330 13s. 4d. to be 
carried forward to next year’s account. 

During the year Alexander Robb, general 
manager and Magnus Irvine, secretary, re- 
tired after long and valued service to the 
bank. John M. Erskine was appointed gen- 
eral manager and George Hay, secretary. 

The aggregate of the balance sheet, as of 
October 31, was £46,234,220 11s. Market 
value of the investments of the bank was 
greater than the amounts appearing in the 
balance sheet. 


ENGLISH, SCOTTISH AND AUSTRALIAN BANK 
Limitep. At the fortieth ordinary general 
meeting, November 30, the chairman gave the 
following report of the profit and loss account 
for the past year: The gross profit, after 
deducting interest on the perpetual stocks, 
stands at £1,055,987, a reduction on last 
year's gross profits of £219,838, but when the 
saving in administration and taxes of just 
about £101,000 is set against this, the net 


THE BANKERS MAGAZINE 


lustrate, in the figures of successive cal- 
endar years, firstly, the reduction in the 
volume of freight and passenger busi- 
ness done by the two railways, respec- 
tively; and secondly, the resulting loss 
of operating revenue for each of them. 
In the case of the Canadian National 
Railways, the figures in these tables are 
on a basis including Eastern Lines. 

“From these tables it is evident that 
both systems have suffered severely. Al- 
though the distinction between them is 
not marked, the Canadian Pacific Rail- 
way appears to have been somewhat the 
more hardly hit by loss of business. 

“Tt will be seen that within three years 
freight traffic decreased, in’ the case of 
the Canadian National Railways, by 
nearly 40 per cent.; and in the case of 
the Canadian Pacific Railway, by rather 
more than 45 per cent. The resulting 
curtailment in operating revenue was 
about 35 per cent. and 40 per cent., 
respectively.” 


BANKING NOTES 


reduction is just under £119,000, which, 
having regard to the circumstances of the 
past year, I think must be regarded as satis- 
factory. Our cash in hand amounts to the 
substantial sum of £9,527,623, showing an in- 
crease over last year of £938,431. When 
this is added to the increase last year of 
£1,811,454 you will see that our cash is 
greater than at June 30, 1930, by £2,749,- 
885. This exceedingly strong cash position 
represents a ratio of our liquid resources to 
each £ of our current account deposits of 
19s. 14d., and when we add to the cash our 
investments the ratio is the abnormally high 
one of 22s. 34d. to the £. Our total balance 
sheet figures at £39,670,044, an increase of 
£1,090,354. 


RoyAL BANK OF SCOTLAND. Net profits for 
the year were £604,764 15s. 10d. The mid- 
summer dividend at the rate of 17 per cent. 
less income tax absorbed £240,987 4s. 10d., 
and the same amount was applied to the 
Christmas dividend. Income tax at each 
dividend period was £80,329 1s. 7d. There 
has been written off on bank building and 
heritable property £20,000, and £30,000 
carried to pension reserve, and to cover re- 
serves against contingencies, £72,790, 6s. 2d. 
Total of the balance sheet, as of October 8, 
was £68,331,258 14s. 5d., the bank’s invest- 
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ments being valued at or under ruling prices 
at the date named. 


WESTMINSTER BANK LimiTFp. Announce 
that Sir Montagu Turner has retired from 
the position of joint deputy chairman of the 
bank and Hon. Walter Durant Gibbs has 
been elected to fill the vacancy. 


Tue BritisH Overseas BANK, LimITED. At 
the thirteenth annual general meeting of 
shareholders, held in the bank’s premises, 33 
Gracechurch street, London, on December 13, 
the profit and loss account for the year end- 
ing October 31, 1932, showed profit, after 
allowing rebate of interest and providing for 


all bad and doubtful debts, other than pro- 
vided for out of contingencies account, to 
have been £111,790 8s. 7d., to which was to 
be added £59,707 6s. 11d. balance available 
from last account, making a total of £171,497 
15s. 6d. Of this amount £30,000 was applied 
to the payment of a six per cent. per annum 
dividend for the half-year ended April 30, 
leaving a balance of £141,497 15s. 6d., which 
was appropriated as follows: In payment of 
a six per cent. per annum dividend for the 
half-year ended October 31, £30,000, and to 
contingencies account £50,000, leaving a net 
balance of £61,497 15s. 6d. to be carried 
forward to next year. Total of the balance 
sheet as of October 31 was £8,217,612 5s. 8d. 


SOME HELPFUL BOOKS ON 
INTERNATIONAL BANKING 


The Elements of 


Foreign Exchange 
By ESCHER 


The Crisis in the 
World’s Monetary 


System 
By CASSEL 


The Theory of the 


Foreign Exchanges 
By GOSHEN 


Explains in simple language the 
operation of foreign exchange and 
the financing of exports and im- 
ports. Price, $1.00 postpaid. 


An analysis of the present mone- 
tary ailments of the world by one 
of Europe’s leading economists. 
Price, $1.35 postpaid. 


A new edition of a famous book 
that has long been considered a 
classic. Price, $1.85 postpaid. 


BANKERS PUBLISHING COMPANY 
465 MAIN STREET, CAMBRIDGE, MASS. 





Board room in the new head office building, Martins Bank Limited, Liverpool, England. 


New Head Office of Martins Bank 
Limited, Liverpool 


OMPLETION of the new head 
office of Martins Bank Limited, 
Liverpool, marks an event of un- 
usual importance in the history of that 


old and well-known institution. The 
illustrations given herewith will convey 
to the reader an impression of the solid- 
ity and beauty of the new structure— 
an impression which may appropriately 
be supplemented by a brief descrip- 
tion of the outstanding features of the 
building. 

The style of the building is Roman in 
general character, adapted to suit modern 
and, as has been said, local conditions. 
It is of steel frame, fireproof construc- 
tion, with reinforced concrete floors and 
stairs, and the external walls are of brick, 
faced with Portland stone from the St. 
Paul’s and Wakeham quarries, notable 
for its beauty and for the fact that ex- 
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posure to the atmosphere increases its 
whiteness. This is lined on the inside 
with light hollow tile walls, forming a 
hollow cavity, which inner space also 
acts as an insulator and contains the 
service pipes for heating, lighting, etc. 

Its main frontage of 140 feet is to 
Water street, where also are the chief 
bank entrance and an entrance for 
tenants of the rentable offices. There is 
another entrance from Exchange Flags, 
where the frontage is 183 feet, and a 
fourth, for stores, bullion, etc., in Ex- 
change passage west, where the frontage 
is 149 feet. The building extends 176 
feet along Rumford place. Entrances to 
the reritable offices lead through marble- 
lined vestibules to lofty rotundas from 
which six electric lifts, traveling at 500 
feet per minute, give access to every 
floor. 
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SYMBOLS IN STONE 


Throughout, the external decorations 
of the stone faces of the building are 
symbolical of the sources of the city and 
port’s wealth. Round the cresting of 
the cornice is a series of Neptune heads, 
which stand out boldly against the sky- 
line, and between these the sculptor, H. 
Tyson Smith, has introduced - stars, 
tridents, and various fish forms. About 
midway the building has a frieze of 
crabs and lobsters. 

The facade’s central feature is an up- 
right shield bearing the liver, the emblem 
of the old Bank of Liverpool, and above 
this is the grasshopper, an emblem in- 
herited by the bank from Sir Thomas 
Gresham (1519-1579), founder of the 
Royal Exchange. This shield is sup- 
ported by a floating mermaid and mer- 
man. The liver and grasshopper are 


contained also in a circular medallion on 
each side of the main entrance, and 


General 


manager's room in the new head office building, 


thirty livers are carried round the build- 
ing. 

Heads of Midas—whose touch turned 
everything to gold—form the keystones 
round the bottom story, and below 
these are cornucopias spilling money. 
This same idea of outpouring wealth is 
illustrated in the chubby child sitting, 
Buddha-like, over the office entrance, and 
emptying banknotes into his lap, and in 
the figures of mermaids and mermen in 
the semi-circular lunettes over the win- 
dows. 

THE MAIN ENTRANCE 

The main feature of the building is, 
of course, the great banking hall on the 
ground floor, occupied by the city office 
of Martins Bank. Public access to this 
is obtained from Water street and Ex- 
change Flags. At this entrance the main 
doors are in bronze, and they are dis- 
tinguished by sculptural work in har- 


Martins Bank Limited, 


Liverpool, England. 
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New head office of Martins Bank Limited, 
Liverpool, England. View from Water 
Street. 


mony with that in other parts of the 
building, the subjects including Viking 
ships, sea-horses, the bank’s “pet grass- 


hopper,” and other symbolical figures. 

Passing through this entrance, the 
visitor finds himself in a lofty vestibule 
with a vaulted plaster ceiling enriched 
with gold and green, from which is sus- 
pended a very handsome lantern of gold 
and bronze. A similar lantern hangs at 
the other end of the hall, fronting onto 
Exchange passage west. The vestibule, 
which is lighted by day through a great 
window over the entrance, has walls of 
polished cream Travertine, and the 
pavement is of the same marble contain- 
ing a pattern of purple Levanto marble. 

This vestibule leads to an arcade in 
which stand ranks of bronze standards 
bearing bowl-lights, and on one of its 
walls is the bank’s war memorial, con- 
sisting of an inscription and. the Roll 
of Honor in volume form, a fresh page 
of which will be turned each day. By 
an ingenious arrangement of springs, 
the page for the day will be held level 
with the top of the casket containing 
the roll. The floor of the arcade is in 
mozaic patterns of various colored 
marbles. 


GREAT BANKING HALL 


Through the arcade one comes to the 
banking hall, believed to be the loftiest 
in the country, being 40 ft. high, and 
certainly the largest hall of the kind 
having no supporting pillars. The whole 
of its open area covers 90 ft. by 56 ft., 
and it is much larger than the great 
internal lighting court that extends from 
the top of the building and through the 
center of the block past ten stories. The 
roof of the banking hall is the glazed 
bottom of this well, and, in order to 
make the hall itself wider, a system of 
cantilevers has been introduced, these 
supporting the inner portions of the ten 
stories above without any verticals in 
the hall. 

The glazed roof of the hall, or lay 
light, is of handsome design in orna- 
mental iron, richly gilt, and is really a 
double roof, admitting ample daylight 
of a soft and pleasing quality. On ~ 
either side of the hall are vaulted ar- 
cades serving as public spaces for the 
foreign exchange and other departmen- 
tal activities, and these have columns of 
a very special kind. They are of Trav- 
ertine marble bored from end to end 
and placed like cuffs over solid struc- 
tural steel cores. The windows are of 
vita-glass, and the walls contain gratings 
for the passage of air washed, warmed, 
and ozonized by a plant on the premises. 
Used air is drawn from the hall through 
outlets in the cornice. The ceiling is 
designed in large coffers, the enrich- 
ments being picked out in emerald, 
Indian red, and gold. 

In the center of the hall is the main 
public counter of peninsular form, in 
purple Levantine, vert antico, and black 
marbles. Its very ornamental grille is 
of gold bronze, and the counter behind 
is much narrower than is the case with 
the old-fashioned open bank counter. It 
is lighted from glass trough lights con- 
cealed in the top of the grille, and re- 
versed lights above these contribute to 
the floodlighting of the ceilings of the 
hall. A novel feature has been intro- 
duced in the form of a check-conveyor. 
This is a rubber belt running continu- 
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ously in a slot right round the counter, 
and checks placed in this slot by a teller 
at any part of the counter are carried 
to a receptacle, thus saving a great deal 
of traffic. 

Here, as throughout the rest of the 
building, the temperature is automat- 
ically controlled. The heating is by a 
system of hot panels embodied in the 
construction of the ceilings, and the 
source of heat is thus invisible. Thermo- 
static controls have been installed so 
that when the temperature has been de- 
cided upon it may be maintained by 
the action of the thermostats without 
further attention. 

From the inside of the main counter 
space access to the strong rooms in the 
basement is obtained by means of 
hydraulic lifts, and there is also an elec- 
tric lift for bullion, etc., adjoining the 
staff entrance from Exchange passage 
west. In this portion of the ground 
floor also are the offices of the manager 
and sub-manager of the Liverpool city 
ofice of Martins Bank. 

At each corner of the building ‘on 
the ground floor is a domed rotunda, 
from which access to all floors is given 
by the gearless electric lifts. The lifts 
are of the very latest design, being self- 
leveling, with gates and doors that open 
and close automatically by one touch of 
the switch. 


SOME NOTABLE ROOMS 


The general headquarters of the bank 
are situated on the mezzanine floor, first 
floor, and eighth floor. On this last are 
the board, directorial, managerial, and 
retiring and dining rooms, which in- 
clude a number of truly palatial cham- 
bers. The board room, for example, has 
a beamed walnut ceiling, carved and 
painted in various emblems allegorical 
of the port’s activities, including Nep- 
tunes, dolphins, ships, and mermaids, 
with reds, greens, and blues as the pre- 
dominant colors. There is a dado of 
panelled walnut, a marble fireplace, a 
horseshoe table of figured walnut, and 
rich window hangings, and at one end is 


a smaller chamber, reached by two steps, 
for use as a committee room. 

This, too, has a fine ceiling of coffered 
walnut, enriched with colored emblems. 
Radiators are concealed behind the wall 
panels, and circular ventilators take the 
form of ornamental plaques. The floor 
is of polished laurel wood and Macassar 
ebony. The elevator halls on this floor 
are dignified apartments panelled in 
English walnut, and the directors’ and 
staff dining rooms are handsomely ap- 
pointed, the kitchens being of model de- 
sign and equipment. 

The first floor is occupied by the 
bank’s administrative headquarters, and 
along the Water street side are the 
offices of the general manager and his 
assistant and secretaries, together with 
the chairman’s room, conference room, 
etc. On this floor also are the trustee, 
estate, staff, and branch departments. 
The handsome corridor is paved with 
colored rubber tiles, and has a dado of 
polished sycamore, with pilasters and 
columns, and an enriched fibrous plas- 
ter ceiling. 

The mezzanine floor overlooks the 
banking hall on two sides and is devoted 
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Main banking hall of the new head office 
building, Martins Bank Limited, Liverpool, 
England. 
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to the working staffs in the correspond- 
ence, branch clearing, and share transfer 
departments. Here, too, are locker and 
resting rooms for women members of 
the staff. 


SKYLIGHT OF THE CENTRAL BANKING 
HALL 


The great light court of the building 
extends about ninety feet from the sky- 
light of the central banking hall to the 
roof of the building. The windows of 
the inner offices give on to this court, 
which is faced with ivory white glazed 
bricks and terra-cotta dressings, and is 
finished at the top with a coping of red 
Lombardic tiles. While writing of win- 
dows it may be mentioned that the 
building contains a total of 860. 

It should be explained that the setting 
back of ‘the bank’s facade has rendered 
it necessary to place the office corridors 
next to this light court on the floors 
from the fourth to the seventh, but on 
the second and third floors, where the 
building is wider, it has been possible 
to set the corridors between two ranks 
of offices. 

The strong-rooms are situated in the 
basement, immediately below the bank- 
ing hall, and rest on an island of solid 
rock. They include the treasuries and 
safe-custody vaults, and their enor- 


mously thick steel doors and gaol-like 
bars and grilles have a most competent 
appearance. A square observation cor- 
ridor surrounds this island of “safes,” 
and a mirror at each corner enables a 
person facing any one of them to see 
all sides at once. When the strong- 
rooms are closed the light is automat- 
ically shut off, and air is excluded in 
order to assist in the preservation of 
documents and other articles left on de- 
posit. Should anyone be inadvertently 
locked in, he could ring an emergency 
oell that actuates an indicator in the 
corridor, showing from which room the 
summons has come. 

The basement contains, also, locker 
and voucher store rooms, a corporation 
electricity sub-station, and an accumu- 
lator room to provide electric power in 
the event of a mains breakdown. 

From ground level to roof there are 
eleven floors; and, in addition, there are 
a basement, sub-basement, and, beneath 
all, a boiler-house. 

The building was designed by Herbert 
J. Rowse, and from the above descrip- 
tion and the accompanying illustrations 
it will be seen that it affords a home 
worthy of the long and honorable his- 
tory of Martins Bank Limited and of 
its present position among British bank- 
ing institutions. 


Very Much Ht are some facts to be seriously considered by 


those who believe that American export trade will 


Alive 


never come back. The authority is the National Foreign 
Trade Council: 


Last year the decrease in export trade of the United 
States was no larger than the annual average trade losses for the world. 
Our own decrease in export trade of 21 per cent. compares favorably with that 


of our principal trade rivals. 


During the first ten months of the year Great Britain 


was off 20 per cent., France 24 per cent., Germany 24 per cent., Canada 20 per 


cent. and Japan 24 per cent. 


The United States has been steadily cutting down its rate of decrease during 


recent months. 


Nobody wants to argue that‘our export trade is in a healthy condition. It isn’t. 
On the other hand, it is far from moribund. There seems to be no reason to believe 
that the same aggressive methods that served us so well before 1929 won't serve us 
equally well when recovery comes.—Printers’ Ink. 
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BOOK REVIEWS AND NEW BOOKS 


EXTRAORDINARY POPULAR DELUSIONS AND 
THE MADNEss OF Crowps. By Charles 
Mackay, LL.D. Boston: L. C. Page & 
Company. 

THis exceedingly interesting and _ timely 

volume was originally published in 1841 

and a second edition in 1852, of which the 

present volume is a verbatim reprint. Its 
interest is enhanced by an introduction by 

B. M. Baruch, and indeed it was owing 

to a remark made by him that the reprint 

was made by the publishers. In the intro- 
duction Mr. Baruch wisely observes: 

“I have always thought that if, in the 
lamentable era of the “New Economics,’ cul- 
minating in 1929, even in the very presence 
of dizzily spiraling prices, we had all con- 
tinuously repeated, ‘two and two still make 
four, much of the evil might have been 
averted. Similarly, even in the general mo- 
ment of gloom in which this foreword is 
written, when many begin to wonder if de- 
clines will never halt, the appropriate abaca- 
dabra may be, “they always did.” 

These are the potent incantations which 
Mr. Baruch invokes to counteract primitive, 
unknown and therefore diabolic spells. 

The preface to the 1841 edition states that 
“religious manias have been purposely ex- 
cluded as incompatible with the limits pre- 
scribed to the present work. A mere list of 
them would alone be sufficient to occupy a 
volume.” Sir James Fraser takes twelve 
volumes in “The Golden Bough” to describe 
some of these and other strange beliefs that 
have characterized human history, all of 
which are by no means completely extirpated. 

Familiar exploiters of the credulity of man- 
kind, John Law, Cagliostro, Nostradamus, 
Paracelsus, and many other lesser lights are 
met with in this volume. Rosicrucians, as- 
trologers, alchemists, magnetizers, diviners, 
fortune tellers, witches, crystal gazers, numer- 
ologists—all the numerous brood of minis- 
trants to human credulity appear in these 
pages, and the careers of many of the most 
famous are described in a fascinating manner. 

We laugh at the doings of these notorious 
impostors. But have we fully escaped from 
their successors? Search for the philosopher's 
stone and the elixir of life has not yet been 
completely abandoned; crystal gazing, as- 
trology, numerology and divinations of various 
kinds still have their devotees. Witches have 
disappeared, but prophets and soothsayers are 
still with us. Many delusions still prevail. 
It may be that a few centuries hence a writer 
dealing with the present age will point to 
strange beliefs quite as mirth-compelling as 
are those of which this volume so interest- 
ingly treats. What may the historians of two 
or three centuries hence have to say of the 
world’s attempts to destroy itself in 1914 to 
1918? It would be interesting to know. 


Confirmation of much of the rare and 
curious information found in this volume is 
afforded from contemporary sources in the 
“Fugger Letters,” being the reports of corre- 
spondence of this great Viennese banking 
house. 

“Credulity is always greatest in times of 
calamity,” says the author of this book. We 
should therefore now be specially on our 
guard equally against quacks and the prophets 
of despair. 

The publishers of this volume have ren- 
dered a noteworthy service in making it avail- 
able just when its lessons are so much needed. 
It is a decidedly instructive and entertaining 


book. 


CAPITALISM AND COMMUNISM: A _ RECON- 
CILIATION. By Oscar Newfang. . New 
York: G. P. Putnam’s Sons. 


THERE springs to mind, on reading this book, 
the “happy family” of the late P. T. Barnum. 
The showman had succeeded in putting: into 
one cage a number of the most ferocious and 
antagonistic animals, and compelling them to 
live in that accord which the designation in- 
dicates. So with Mr. Newfang. He is bent 
on bringing about a happy union between 
systems so widely apart as capitalism and com- 
munism. But are they as divergent as com- 
monly assumed? The author thinks not. He 
says: 

“Fanatics in both systems of economy 
vehemently assert that no reconciliation is 


B. M. BARUCH 
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These Banking Books 





at $1.00 per copy while they 


cash with order only 





THE SAVINGS BANK AND ITS PRAC- 

TICAL WORK—Kniffin. A complete 
treatise on the operation of mutual savings 
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possible between capitalism and communism, 
that both systems cannot permanently coexist 
peaceably in the world, and that sooner or 
later there must be a war to the finish be- 
tween them.” 

At the risk of incurring the harsh designa- 
tion which the author bestows on all who 
do not think as he does, grave doubt must be 
expressed as to the feasibility of the recon- 
ciliation for which Mr. Newfang yearns. For 
there is between these two systems a wide 
gulf. And doubt may be expressed as to 
the bridge which this volume seeks to erect. 

The respective merits and faults of the two 
systems are carefully analyzed, and their sup- 
posed resemblances enumerated. But because 
some things are done in much the same way 
in both is not sufficient ground to warrant 
the conclusion that the two systems are 
capable of reconciliation. 

We have collective effort in the handling 
of our postal system. It operates at a heavy 
annual loss. Under private enterprise, with 
a monopoly, this loss could probably be con- 
verted into a surplus, with added efficiency of 
service. Of course, such a change is not 
practicable, nor perhaps desirable. 

The traveler on state-controlled railways 
in Europe turns with joy to those of our own 
land. 

On page 231 it is said: 

“The only difference between the great 
Magnetogorsk steel works and the United 
States Steel Corporation is that the former 
is owned by the government (Soviet Russia), 
while the latter is owned by a great cross sec- 
tion of the private citizens of the United 
States.” 

But this difference of ownership, with all 
its implications, does it not constitute that 
fundamental opposition between the two sys- 
tems belief in which entitles one to be classed 
as a “fanatic” in the opinion of the author? 

Mr. Newfang gives evidence in this volume 
of wide study and of honest thought on vital 
problems. He is deeply concerned in temper- 
ing the clash of opposing systems and groups. 
His objective may be commended. The foun- 
dation upon which he would build a recon- 
stituted society will, however, bear close ex- 
amination. 


MONEY AND THE Price LeveL. By F. M. 
Huntington-Wilson. New York: The 
Century Co. $2.00. 


Wuart, in the opinion of the author of this 
book, must be done to afford some relief to 


a debt-burdened world and to aid in re- 
covery from the depression? The general 
price level must be raised. And how? By 
the remonetization of silver to be effected by 
international agreement. 

There you have a simple diagnosis of the 


situation and an equally simple remedy. Al- 
though let it be said in justice to Mr. Hunt- 
ington-Wilson that he recognizes that other 
remedies are essential before complete re- 
covery can be expected. He concedes, also, 
that so far as relates to the restoration of 
profits this end might be achieved by further 
reduction in costs, but this method of relief 
would involve wage reductions and a lower 
standard of living. Other schools of thinkers 
hold that a reduction of money wages would 
not reduce the standard of living, since it 
would result in lowered cost of commodities, 
a benefit in which wage earners would share. 

The relief of debtors is undoubtedly urgent. 
But one cannot help observing that had 
nations and individuals been less eager to run 
into debt when prices were high, then de- 
mands for relief would be less vociferous now 
that prices are low. And further, does this 
call for relief of debtors justify any remedy 
so drastic as the alteration of the money 
standard? 

The whole debt situation has been made 
infinitely more serious by the Great War— 
not merely by its direct cost but its injurious 
influence on the entire economy of the world. 
If war debts are to be made less burden- 
some by manipulation of the money stand- 
ard or otherwise, war will be encouraged. As 
to other forms of debt—government, munici- 
pal, corporate and individual—the result of 
easing the debt burden already existing would 
tend to less care in the creation of such debts, 
while the great lesson of this depression is 
that more circumspection is needed in this 
direction. 

So far as relates to commodities, were the 
present low price level uniform in its effects 
its severity would be greatly mitigated. The 
farmer, finding his wheat would only bring 
fifty cents a bushel instead of the dollar 
formerly received, would not suffer if his 
half-dollar now bought as much of other 
things as he could heretofore get only by ex- 
pending double that amount. But prices do 
not fall uniformly, and this is one cause of 
the farmer's complaint —that his products 
which he must sell have fallen more than 
other things which he must buy. Of course, 
with debts the case is different. A mort- 
gage of $5000, made when prices were high 
does not decline to $2500 when the price 
level has fallen by one-half. It remains at 
the original amount. 

Again, will the raising of the general price 
level be of as much value to debtors as the 
proponents of this course would have us 
believe? The debtor in getting relief in one 
respect is being penalized in another. If the 
general level of prices is raised, the things he 
produces will sell at a better price, and thus 
he can more comfortably meet his debts. But 
this will not all be gain for him since he 
must also pay more for all the things he has 
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to buy. This is one-sided relief, to say the 
least. 

Farmers, heavily in debt with prices of 
their products low, are entitled to sympathetic 
consideration. So are the bankers for that 
matter. They are in debt to the extent of 
many billions, and the means of paying these 
debts — bonds and loans— have shrunk in 
value to an appalling degree. 

Is the way to aid farmers, bankers and 
others to escape from this dilemma, to be 
found in tampering with the standard of 
value? This is the real question which the 
author of this book raises. He rejects such 
devices as currency and credit expansion and 
a managed currency. His contention is that 
the gold metallic base is insufficient to support 
the existing credit structure. Probably could 
all the silver of the world be added to the 
present monetary stock it would be totally in- 
adequate to sustain the crazy credit struc- 
ture erected throughout the world in the years 
from 1914 onward. Obviously, the right 
course is to reduce this structure, painful 
though the process may prove. 

Mr. Huntington-Wilson seems not to see 
that while rejecting as inflationary the mea- 
sures just mentioned, his proposal is not much 
different in its essential character. It is an 
attempt to raise prices by a large addition to 
the world’s monetary stock. If the supply 
of gold is not deficient—and that it is not is 
supported by much authoritative testimony— 
the proposal to add silver to it is inflationary. 

The author hardly gives proper credit to 
the evidences of increasing gold production. 

So much space has been given to a review 
of this book because of its important bearing 
on monetary discussion. The author is 
thoroughly informed. He writes with clear- 
ness, sincerity and moderation. His book 
is bound to have great influence. In writing 
critically of his proposal for international re- 
monetization of silver no purpose has existed 
to question the ability with which the subject 
has been treated. 


THE ABOLITION OF UNEMPLOYMENT. By 
Frank D. Graham. Princeton, N. J.: 
Princeton University Press. $2.00. 


UNEMPLOYMENT has now become the sad- 
dest feature of the Great Depression. That 
many millions should be cut of work for 
long periods in a land of abundant natural 
resources and almost unbounded productive 
equipment, is not only a heart-rending spec- 
tacle but a challenge to American common 
sense. Professor Graham believes there is no 
excuse for the continuance of such a situa- 
tion, and he tells us how we may end it 
whenever we wish to do so. His plan, 
briefly, is to set the unemployed workers to 
producing the goods they need. Payment 
fer such production is to be made, not in 


ia] 


sf 


it 
i 


y 





THE BANKERS MAGAZINE 85 





cash, but in certificates, which are exchange- 
able for the goods needed by their respective 
producers. 

This bold statement of the plan is totally 
inadequate to its comprehension. An attempt 
would be made to analyze the proposal, but 
that would be much less instructive than a 
reading of the book itself. Such reading is 
commended to all who have faith that some 
means of curing unemployment can be found. 

Assuming no competency to judge of the 
worability or effectiveness of Professor 
Graham's plan, it must be heralded as an 
attempt to solve a most serious problem, not 
by talking about it but by doing something. 


THE Crisis IN THE WoRLD’S MONETARY 
SystEM. By Gustav Cassel. New York: 
Oxford University Press. $1.25. 


In the second edition of this book Profes- 
sor Cassel has an interesting chapter on “The 
Nature of the Crisis in America.” He com- 
bats quite vigorously several of the current 
explanations of our plight, such as the alleged 
excess of savings and the tying up of capital 
in industrial enterprises. While admitting 
that our stock exchange speculation was 
doomed to collapse, the eminent Swedish 
economist says “the inevitable restoration of 
stock-exchange prices to a more normal level 
ought to have taken place without anything 
more than a transient repercussion on indus- 
try and commerce.” That affairs did not run 
this: mild. course is ascribed to deflation, and 
the latter in turn to “puritanism.” “It was 
actually declared,” Professor Cassel says, “in 
a spirit of puritanism, that the deflation must 
continue until all rickety enterprises had been 
completely weeded out. These people over- 
looked the fact that continued deflation 
would be bound in course of time to make 
all enterprises ‘rickety, and that such ‘weed- 
ing out’ thus lacked the moral justification 
invoked by economic puritanism. The mis- 
chievous puritan element in this program of 
deflation was brought still more clearly into 
relief by the demand that the stock-exchange 
speculators should be thoroughly punished for 
their excesses, and that the fall of prices must 
therefore proceed until the evil powers of 
speculation had been completely eradicated.” 

To counteract the effects of the deflation 
what remedy should have been invoked? 
Here, is Professor Cassel’s opinion on that 
question: 

“In order to check deflation and_ restore 
the normal level of prices, the purchases of 
Government securities by the Federal Reserve 
banks should have been on a far larger scale. 
The fact that no tangible results have as yet 
been gained does not in the least invalidate 
the efficacy of this method.” 

With present excess of reserves of member 
banks well above $500,000,000 and _ still 


rapidly rising, one can hardly accept the view 
that a still larger dose of Professor Cassel’s 
remedy would have been ‘effective. 

If earlier action had béen taken to check 
the excessive stock-excharge speculation, the 
subsequent deflation — to’ thé extent that it 
originated from the source indicated—would 
have been less painful. 

This volume is a clear and. able analysis of 
existing conditions. If, as believed, too much 
emphasis is placed on the me‘ietary situation, 
this opinion results from the divergence of 
views as to the major cause of the depression. 


WE, THE People. By Roy-F. Bergengren. 
Boston: The Stratford Company. $2.00 


No literary product of the depression period 
has been more worthy of a careful review 
than this one. And, on the other hand, no 
one has presented such difficulties. These 
difficulties lie in the temptation to essay a 
thorough analysis of the author's views and 
to make numerous and liberal extracts from 
them. The first attempt would be unjust to 
the author, who should be permitted to speak 
for himself. The second effort would be 
futile, for there are so many excellent pass- 
ages in the volume that their reproduction 
would probably infringe the copyright, and 
would certainly extend this notice beyond its 
possible limits. 

This dilemma shall be resolved in a very 
simple way—by advising a careful reading of 
the book itself. For it is a most instructive 
and inspiring volume, greatly helpful to 
sound thinking respecting vital matters. This 
does not mean an unqualified approval of all 
the author says. But in these 400 pages he 
does present more sound information on cur- 
rent problems than has yet appeared from any 
other source since the beginning of our pres- 
ent troubles. 

The general method of treatment is some- 
what unique. Taking as a background the 
Declaration of Independence, the Constitu- 
tion, and the lives and teachings of Jesus, 
Washington, Franklin, Jefferson, Hamilton, 
Lincoln, and Marshall, the aim is to discover 
how our existing problems might be dealt 
with in the light of these lives and teachings. 
While the author has made an honest effort 
to apply their interpretation to our problems, 
probably his book more clearly reflects his 
own views rather than those of “the dead 
but sceptred sovereigns who still rule our 
spirits from their urns.” However this may 
be, the views are in themselves worthy of 
earnest consideration. 

Mr. Bergengren has had wide experience 
in organizing credit unions and in other prac- 
tical activities. In “We, the People” he has 
produced a book which every American ought 
to read, and having read, to ponder its wise 
lessons. 
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THE THEORY OF THE FoREIGN EXCHANGES. 
By the Right Hon. Viscount Goschen. 
New York: Isaac Pitman & Sons. $1.75. 


No extended mention of this work is needed, 
for it has long ranked as a classic on the im- 
portant subject of which it treats. This edi- 
tion is the fourth, and no alteration has been 
made in the text as last revised by Lord 
Goschen. The only change made was the 
breaking up of some of the longer paragraphs 
to facilitate the reading. In the preface to 
this new edition, prepared by B. F. Hopper, 
is found an interesting biographical sketch 
of the distinguished author. 

Dealing with the subject of the book, the 
preface aptly says: “The broad principles 
which he (the author) enunciated remain; 
his illustrations are now matters of history— 
but they gain value both by their very de- 
tachment from the fluidity of current condi- 
tions in the exchanges and by directing the 
reader to comparisons with past experiences.” 


Wuat SHOULD Br DonE—Now. By H. G. 
Wells. New York: The John Day Com- 
pany. $0.25. 


REGULATED inflation, expansion of public 
employment and collective buying, readjust- 
ment of tariff barriers, mutual reassurances of 
disarmament, are the things which should be 
done now, according to Mr. Wells. “At 
present,” he says, “every rational financial 
and economic project is subject to conditions 
that make it hopeless.” But to change this 
hopeless situation he relies on “the conver- 
sion of the common man to a sane economic 


faith.” 


RicHes FoR Att. By Harrison E. Fry- 
berger. New York: Advance Publishing 
Company. $1.00. 


For the purpose of studying economic ques- 
tions the author of this volume and its pred- 
ecessor, “The Abolition of Poverty,” gave 
up his legal practice and devoted his atten- 
tion to investigations whose results are. pre- 
sented in these two books. 

Mr. Fryberger, like all thoughtful men, 
has been deeply moved by the disorganization 
and distress incident to the great depression. 
Whether the evils he sees are of the exact 
character presented in this later volume, and 
whether the remedies proposed would have 
the curative results the author claims, are 
matters of opinion. For example, he regards 
chain stores as a great evil; but this view is 
far from receiving general acceptance. The 
concentration of wealth is another evil to be 
corrected; but whether this concentration is 
so great as the author contends, or whether 
its ill-effects are so vicious, are also matters 
of dispute. 

He holds this extreme concentration of 
wealth responsible for crises saying (p. 64), 
“If it were not for this extreme concentration 


of wealth, there would never have been and 
there never would be a crisis." Could this 
claim be sustained, how easy it would be to 
prevent these calamities in the future, by the 
simple process of limiting such extreme con- 
centrations of wealth. 

Several of the objectives at which the 
author aims are widely recognized as being 
desirable, and a number of corporate and 
other abuses as needing correction. 

Mr. Fryberger has made an earnest study 
of present conditions, but the thought oc- 
curs in reading this volume and the title of 
its predecessor that they are both outside the 
realm of reality. “Riches for All,” “The 
Abolition of Poverty,” conjure up visions of 
a perfect world where all are rich and happy. 
But how utterly remote are these ecstatic 
visions from the world of actuality or from 
any condition likely ever to be attained on 
this round globe. If such dreams could ever 
come true, to encourage their being cherished 
would be a useful service; but if they are 
impossible of realization, hopes are raised 
only to be disappointed. 

Unlike many finding fault with present 
economic conditions, Mr. Fryberger does not 
attack capitalism. On the contrary he highly 
praises capitalism (p. 117). 

The author’s views are presented clearly 
and with evident sincerity. 


THE DEVELOPMENT OF AMERICAN CoM- 
MERCE. By John H. Frederick, Ph. D., 
Assistant Professor of Commerce and 
Transportation, Wharton School of 
Finance and Commerce. New York: D. 
Appleton & Co. $3.00. 


AT this time, when the future of our foreign 
trade is a matter of such great concern, a 
volume of this character is especially wel- 
come. It gives a full history of the inception 
of our foreign trade and its development up 
to a recent date, and contains a wealth of in- 
structive statistics and charts. 

Here is a significant quotation bearing on 
our future foreign trade situation: 

“It must be remembered that every new 
foreign bond issue floated in this country 
temporarily stimulates our export trade, but 
ultimately it must increase the pressure upon 
us to receive foreign goods and services in 
payment of the interest due to us; and, unless 
we can find a way to admit such goods and 
services without unduly restricting the mar- 
kets for our products, our export trade must 
suffer. There is no escape from the 
cold arithmetic of the balance of payments. 
If we will not buy abroad we cannot sell 
abroad, and our foreign trade interests will 
be likely to encounter serious difficulties, in 
coming years, unless they rid themselves and 
others of the notion that our industrial wel- 
fare depends upon the maintenance of a 
so-called ‘favorable’ balance of commodity 
trade.” 
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With our plant equipment and commercial 
policy designed to carry on a large volume of 
foreign trade, an adjustment solely to meet 
domestic requirements will involve serious 
difficulties. A knowledge of many of the 
problems confronting us in this important 
trade field may be gained by a careful study 
of this interesting volume. 


Wortp Economic SurvEY 1931-32. Boston: 
The World Peace Foundation. $2.50. 


THE first World Economic Survey issued by 
the League of Nations gives a comprehensive 
review of the development of the world de- 
pression up to the middle of July, 1932. 

The outstanding value of the survey is that 
it provides in a single brief and readable vol- 
ume, a bird's-eye view of economic develop- 
ment in the world as a whole. _ Illustrations 
are drawn from different countries or groups 
of countries, but the description throughout 
is of world problems and world tendencies. 

The first chapters set out the elements of 
instability in the postwar economic situation, 
movements of population and of industrial 
production, the increasing rigidity of eco- 
nomic organization, the shifts in international 
indebtedness and trading relationships re- 
sulting from the war. Special stress is laid 
upon the importance of movements of capital 
from one country to another and upon the 
relation of the credit expansion of 1925-29 
to such capital movements. 

The main body of the survey consists of 
an analysis of the developments of the de- 
pression in its various aspects—the disor- 
ganization of production, prices and trade; 
the difficulties that have arisen in the balanc- 
ing of international accounts; the growth of 
unemployment, the strain on the public 
finances of most countries and the drift of 
commercial policy towards increasing meas- 
ures of trade restriction. A final chapter 
surveys the position that existed in July, 
1932, and the various internationa! measures 
under consideration as a means of escape 
from the crisis. 

The survey is illustrated with a consider- 
able number of maps and diagrams, including 
a series of maps showing the growth of the 
world’s population, and an elaborate diagram 
illustrating the course of the depression quar- 
ter by quarter in thirty-five different coun- 
tries. While statistics are sparingly used 
merely to illustrate the argument, the survey 
contains a great many considered statistical 
estimates not available elsewhere. 


Our OssoLeTe CONSTITUTION. 


By William 
Kay Wallace. New York: John Day. $2. 


ConvinceD that the core of our present 
economic and political difficulties is in the 
Constitution itself, Mr. Wallace argues in 
this book that the only alternative to violent 
revolution is a complete revision of that 


historic document, through a constitutional 
convention organized for that sole purpose. 


THE ArtT-OF CENTRAL BANKING. By R. G. 
Hawtrey. New York: Longmans. $5. 


THE principal constituent of this book is an 
essay which traces the art of central banking 
from the early practices of the Bank of Eng- 
land and the first tentative use of the bank 
rate up to the matured methods that had 
been attained by 1914. This experience is 
then reconsidered in the light of recent 
events and recent theories, and of the prob- 
lems of future policy. Along with the prin- 
cipal essay are others dealing with such mat- 
ters as the French monetary policy, the Wall 
Street speculation and collapse, and a critical 
examination of Mr. Keynes's “Treatise on 
Money.” 


ECONOMIC PRINCIPLES AND PROBLEMS. By 
Lionel D. Edie. New York: Thomas Y. 
Crowell Company. $5.00. 


It was once said by Frank A. Vandeffip, 
that ““we are a nation of economic illiterates.” 
Whether this sweeping indictment of our 
ignorance of economics was wholly true or 
not, it may be said with certainty that the 
Jack of economic information among the 
people generally is painfully evident. If such 
information could be gained only by reading 
economic treatises, there is no wonder. that 
people never acquired it, for they could not 
have the patience to read—much less the in- 
telligence to comprehend—most of the com- 
plex and hazy theories set forth in works of 
this character. But Professor Edie’s book 
has changed all that, and we can no longer 
excuse our ignorance of economics by crying 
down books on this important branch of 
human knowledge. 

The outstanding characteristics of this 
volume are, first, its comprehensiveness, sec- 
ond, its clarity of statement, and finally, its 
impartiality. It surveys the entire field of 
economics, treats every problem with such 
clearness as to make the author's viewpoint 
plain, and in no instance displays narrow- 
ness. 

Another point greatly to be commended is 
that it relates theories to facts, thus distin- 
guishing the volume from many of its pred- 
ecessors. 

As a general treatise on economics the 
book should appeal to bankers who wish to 
be informed on matters so closely affecting 
their business. In addition there are inter- 
esting chapters on “Money, credit and bank- 
ing,” “price movements,” “banking prin- 
ciples and practice,” “business cycles,” and 
“foreign exchange.” 

Professor Edie has relieved economics of 
the charge of being the dismal science, and 
has made a contribution to the literature of 
the subject possessing great interest and solid 
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value. The book is worthy, not merely of 
casual reading, but of attentive study. 


A New Deat._ By Stuart Chase. 
York: The Macmillan Company. 


New 
$2.00. 


To those who hold to orthodox economic 
views Mr. Chase’s book will prove irritating. 
To others it will probably tend toward think- 
ing along new lines. His main thesis may be 
found in this statement: 

“Well, what is an economic system for? 
It is to provide a means, without excessive 
waste and loss, whereby those who live under 
it may eat. It has a function, and the func- 
tion is to provide food, shelter, clothing and 
comforts in as dependable and adequate 
quantities as natural resources and the state 
of technical arts permit.” 

The prevailing conception of the function 
of an economic system, as indicated by the 
author, is that it is something to provide 
profit, amusement and power for those en- 
gaged in its various activities. 

Mr. Chase offers no serious criticism of 
the profit motive in itself. He says: “It is 
not the profit which the fortune hunter actu- 
ally takes which makes the bulk of the 
trouble; it is the waste and maladjustment he 
creates in trying to make it.” Further on 
this point, quoting Professor Bowley to the 
effect that if we took away all the income of 
the wealthy and distributed it to the rest of 
the population, the standard of living of the 


latter would be increased only some 10 per 
cent., the author goes on to say: “But if we 
could eliminate the gyrations of those who 


are trying to become wealthy, we could 
abolish poverty and double the standard of 
living, virtually over night.” 

A pretty accurate picture is given of some 
of the most glaring of these “gyrations,” and 
their terrific cost to the community can 
hardly be disputed. If they are susceptible 
of correction, with the happy 1 sult seen by 
Mr. Chase, no time should be ist in ‘setting 
about the good work. 

The author finds, as do many others, that 
while we have vastly improved our produc- 
tion facilities, we have greatly lagged in 
solving the problem of distribution. He 
thinks that too much saving has gone into 
the production end and not enough expended 
on consumption goods. Blind expansion of 
plants, without adequate information as to 
the prospects of absorption of the product, 
is strongly condemned. 

Probably the author has not given sufh- 
cient weight to the impairment of consump- 
tion buying caused by the great Wall Street 
collapse in 1929. So long as business was 
prosperous, and paper profits piling up, this 
etfect was not much noticed. But its influ- 
ence came into play with terrific force when 
the slump came. 

What are Mr. Chase’s remedies 
present disjointed state of affairs? 


for the 
A man- 


aged currency and a general Economic Plan- 
ning Board. The first of these remedies 1s 
familiar and need not be discussed now. 
His other remedy is worthy of closer study. 
Properly constituted and limited, and with 
the right objectives, it might substitute order 
for the disorder which is now all too common 
in the functioning of the economic system. 

Many of Mr. Chase’s views might be chal- 
lenged, but any attempt along this line would 
result in the challenger being classed with 
long-whiskered classical economists and 
witch-doctors—the special objects of the 
author's scorn. 

Whether the reader agrees with Mr. Chase 
or not, he can hardly fail to find this book 
exceedingly interesting. It is really helpful 
in clearing up an exceedingly muddy eco 
nomic situation. 


THE FEDERAL TRADE COMMISSION By 
Thomas C. Blaisdell, Jr. New York: 
Columbia University Press. $3.00. 


THE sub-title of this volume is “An Experi- 
ment in the Control of Business.” “The 
fundamental aim in establishing the Federal 
Trade Commission,” says the author in his 
foreword, “was to maintain competition and 
make more certain the results which competi- 
tion supposedly produces. The study of the 
commission pursued in the following pages 
is an attempt to weigh the results secured 
by the commission's activities against this 
fundamental purpose. The most casual ob- 
server knows that, viewed from the stand- 
point of the original aim, the work of the 
commission has had only limited success. 
Hence an attempt is made to discover the 
reasons for this failure.’ Shifting of political 
power, whereby the commission became a 
co-operative instead of a regulatory body, 
and hampering decisions of the courts are 
charged with responsibility for the limited 
success achieved. This is an interesting study 
of a subject of vital importance to business 
and the public. 


THE Crisis IN THE WorLD’s MONETARY 
SysTEM. By Gustav Cassel. New York: 
Oxford University Press. $1.25. 


ProFessor CassEL has quite positive opin- 
ions regarding monetary matters, and holds 
to them with great tenacity despite consid- 
erable disagreement with his views by other 
economists. He presents his conclusions with 
remarkable clarity and abundant evidences of 
thorough study and deep sincerity. The at- 
tention paid by central banks to rigid per- 
centages of gold in proportion to note circu- 
lation is regarded by Professor Cassel as a 
superstition. The restrictive policy of our 
Federal Reserve banks, in 1928, aimed to 
check stock speculation, he characterizes as 
absurd. Cancellation of war debts is re- 
garded as imperative. 

Many of the difficulties of restoring and 
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maintaining the gold standard in the future 
are clearly and correctly analyzed. One does 
not have to agree with all of Professor Cas- 
sel’s views, but his writings may always be 
read with interest because of his learning and 
the positive character of his convictions. 


THE BANK FOR INTERNATIONAL SETTLE- 
MENTS AT Work. By Eleanor Lansing 
Dalles. New York: The Macmillan Com- 
pany. $5.00. 


IN preparing this volume the author had 
access to source material in Basle, and her 
two years of study and close contact with 
officials of the bank and with bankers in the 
leading financial centers of the world have 
made possible a continuous narrative of the 
bank's development through the great finan- 
cial crisis. Important problems and events 
are fully discussed, and suggestions made as 
to the help the bank may give in the restora- 
tion of normal credit and currency relations 
between the various countries of the world. 

As the first comprehensive study of the 
operations of the Bank for International 
Settlements during a critical economic epoch, 
the book should prove of great interest and 
value to all students of international banking 
and finance and related matters. 


AMERICA: WorLD LEADER OR WorLD LED? 
By Ernest Minor Patterson. New York: 
The Century Co. $1.50. 


WHILE this book was written primarily for 
English readers as an_ interpretation of 
America’s position in the economic world, it 
presents in a succinct way much that will 
strike most Americans as fresh and new. 

The author is professor of economics, 
University of Pennsylvania, and president of 
the American Academy of Political and 
Social Science. He states our relation to 
world affairs with remarkable clarity and 
truth, and while recognizing the difficulties 
which confront us, he still has faith in our 
future world leadership, as witnessed by his 
concluding paragraph: 

“Our theme in this volume is America and 
her position. If economic nationalism must 
prevail, her strength is great and she may 
lead— but whither? For her people and for 
those of all other countries the outlook is 
gloomy if we must talk in terms of national 
leadership. In some way, somehow and 
swiftly, there must be developed more rapidly 
an international economy and a_ world 
economy in which national groups as such 
will be subordinated. The alternative is a 
terrible one.” 

The book is especially noteworthy for 
dealing with facts and facing them without 
equivocation. It should aid other countries 
to understand America better, and also help 
this country to recognize its true relations 
to the rest of the world. 


FOREIGN EXCHANGE AND FOorEIGN BILLS IN 
THEORY AND Practice. By William F. 
Spalding. New York: Isaac Pitman & 
Sons. $2.25. 


InN the preface to the first edition of this 
well-known and authoritative work, pub- 
lished in 1915, it was stated: “The object of 
this work is to present in a concise and 
simple form the theory and practice ot 
foreign exchange.” This object must have 
been achieved, for the book has gone through 
eight editions and twelve impressions. The 
preface to the eighth edition states that the 
revision. of many pages has been found neces- 
sary, much had to be rewritten, new matter 
incorporated, and attention given to the 
numerous changes due to the suspension of 
the gold standard. These alterations serve 
to bring this highly valuable book up to date. 


ENDOWMENTS. 
New York: 


TRUSTEESHIP OF AMERICAN 
By Wood, Struthers & Co. 
The Macmillan Company. $4.00. 


THE book includes detailed, comparative 
analyses of the productive funds of universi- 
ties, located in all sections of the country, 
whose reported endowments of more than 
half a billion dollars are 74 per cent. of the 
combined investments of all institutions of 
higher education in this country having en- 
dowments in excess of $5,000,000 each. An 
important section of the book discusses the 
relative quality of each class of securities in 
each field of investment, based upon such 
factors as the income earned and the inher- 
ent safety indicated by applying to each of 
the 3173 different bonds and stocks the grad- 
ing system used by Wood, Struthers & Com- 
pany in their analytical work. 

While the book is intended for educa- 
tional, philanthropic, charitable and_ religious 
organizations, it will be found of practical 
value to other institutions and also instruc- 
tive to the individual investor. 


A SUMMARY OF THE UNITED States CEN- 
sus OF 1930 For ALL Cities oF 100,000 
AND More. New York: E. Katz Special 
Advertising Agency. 


It is the purpose of this summary to bring 
together, in one convenient book, the most 
useful information the census offers concern- 
ing cities of 100,000 population and over. To 
add to the usefulness of this material three 
sets of figures—income tax returns, electric 
subscribers and home telephones—have been 
included which were not compiled by the 
Census Bureau, but by the Treasury Depart- 
ment, the Department of Commerce and the 
American Telephone and Telegraph Com- 
pany respectively. 

The second part of the summary is a re- 
gional separation of the cities into five sec- 
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tional groups, in order to assist those who 
may wish to compare cities in certain sections 
of the country. 

The information given relates to popula- 
tion and its composition, homes (ownership, 
value and rental), radios, telephones, elec- 
tricity, income tax returns, retail and whole- 
sale sales. All this information is arranged in 
a form convenient for reference. It will be 
found useful to bankers and to all others 
interested in this class of information. 


THE RETIREMENT OF NATIONAL DEBTs. 
By William Withers. New York: Colum- 
bia University Press. $5.00. 


In this volume the author has provided esti- 
mates of the debt burdens of thirteen nations, 
and a history of debt management since the 
war, which includes a description of the new 
types of debt and modern forms of national 
sinking funds. A large part of the book is 
devoted to the consideration of the effects of 
debt retirement upon production and the dis- 
tribution of wealth. The older theories of 
the effects of taxation upon production and 


upon incomes of the various economic classes 
are critically discussed, and a new theory of 
the nature of debt burden is presented. The 
treatment leads into the fields of money, 
banking and international trade, making the 
book of interest to business men, public offi- 
cials and students of economic theory. 


FEDERAL REGULATION OF BANKING, WITH 
GUARANTY OF BANK Deposits. Compiled 
by James Gocdwin Hodgson. New York: 


The H. W. Wilson Company. $0.90. 


THis is one of the Reference Shelf Series. 
It contains an outline of affirmative and 
negative statements on the resolution: ‘That 
all banking functions should be regulated by 
the Federal Government, with deposits guar- 
anteed.” There is also a comprehensive 
bibliography as well as a number of articles 
and addresses dealing directly or indirectly 
with the subject of the resolution. 

As this topic is now being widely dis- 
cussed, the volume, though slight in size and 
modest in price, will be found invaluable as 
a source of information. 


Correspondent Doesn’t Like “A New Deal” 


Editor BANKERS MAGAZINE 
Sir: 

After reading Stewart Chase’s “A New 
Deal” one experiences a had taste in the 
mouth. It is not exactly the same taste as is 
left by Benson’s “As We Were” or his “As 
We Are” or even Dennis's “Is Capitalism 
Doomed”’—for in spite of Mr. Chase’s rather 
epigrammatical style, it seems more bitter. 
They all four point out changes impending 
and accomplished, economic and social; yet 
the “New Deal” seems to grip one’s vitals. 
What is it? Is it because it makes you feel 
something must be done about it? Have we 
come to the end of our rope? Can't we old 
fellows say any more, “Wait awhile, give it 
time and things will adjust themselves,” or 
as the English say, “we will muddle 
through?” 

It is going to get worse, we are told, bonds 
won't be paid, banks and insurance com: 
panies will not right themselves, factories will 
not start up, farmers will continue to lose 
money and factory hands and the other un- 
employed to starve till finally there is an 
overturn. All on account of what? Why, 
on account of technological tenuousness— 
whatever that is! Perhaps some of your 
readers will know. If he means men are 
thrown out of their jobs by machines, why 
doesn’t he say so? I have been listening to 
A! Smith so much this last campaign that I 
can't understand pigeon English. 

Well, the man is out of a job. 
next? 
century 


What 
According to Mr. Chase’s nineteenth 
laissez-faire and the Manchester 


School, would say, let him get another— 
which seems reasonable, but somehow it 
doesn’t work. Either he won't hunt for it 
or there is no job. Some will say that there 
is plenty to do in this world in the way of 
draining swamps, clearing land, building 
roads and improving things generally, but 
who will meet the payroll? 

This situation gives rise to Mr. Chase's 
second question which may seem to be most 
important. What is an economic system 
for? This question he hurls at all the old- 
time enterprisers, manufacturers, contractors, 
bankers and pseudo-economists. None of 
them except the economists have answered 
to date and they only because they thought 
it was expected of them. The others say 
they don’t know. They found it here and 
used it to the best advantage. So out of 
this system Mr. Chase proceeds to pull six- 
teen wavs of getting rich and to analyze and 
dissect them all and in the end there is only 
one which will stand up under his devastat- 
ing x-rays, and that is racketeering. 

Well, Mr. Chase has now got us_thor- 
oughly whipped and we are willing to take 
anything from a dose of ‘salts to morphine, 
and he then tells us there are three ways 
out: One is to follow the reds into Russia, 
which by the way he sounds the praises of 
continuously, as to lack of unemployment, 
the which recent press reports don’t seem to 
bear out. Another road out is via the black 
shirts—which, of course. is facisism, dictator- 
ship and Mussolini. The third is, as he 
terms it, the middle road, which is to have 
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all industry controlled from the center so 
that there is no overproduction and conse- 
quently no unemployment. 

This latter method of righting the indus- 
trial ship has, of course, been proposed under 
various heads by engineers and students of 
management and production for the past four 
or five years, and even before that; but most 
of us, though favoring it, looked upon it as 
more or less Utopian, i.e., to keep the title 
and ownership of property in the individual 
and yet to tell him how he shall run it. We 
might as well go the whole road and call it 
socialism; that is, let the state assume the 
entire responsibility, direction and credit for 
whatever is accomplished. 

In connection with such proposals we are 
always impelled to ask, who is going to sit 
on these super-committees or bureaus and 
hold the power and have the direction? Will 
it not be of human beings as ever and will not 
the usual forces of human nature assert them- 
selves, namely, acuteness, aggressiveness and 
greed on the part of some and _ dullness, 
torpidity and indifference on the part of the 
great majority? So we shall have the same 
problems as now, namely, politicians and wire 
pulling and graft, only it will be worse—for 
instead of a great neutral body as now of so- 
called business men who hold aloof from 
politics and throw their weight one way or 
another in times of great importance, there 
will be none such. Everybody will be a 
politician and office holder and will be lined 
up with those in power in such a way as to 
perpetuate existing conditions, be they ever 
so bad. 


So we bankers come back to the original 


proposition, namely, what are we going to do 
about what Mr. Chase calls tenuous tech- 
nology—or people being thrown out of jobs 
by improved machinery? Well, production 
must be controlled and it can only be done 
logically and effectively by the banker cutting 
off credit. Mr. Chase intimates as much in 
the closing chapter of his book. The whole 
banking fraternity is included in this duty; 
the investment banker as well as the commer- 
cial banker. If no credit for increased pro- 
duction facilities had been granted, no funds 
allowed to go into stock speculation and no 
new money put out for land purchase and 
building during the past decade, we should 
have had no excessive increase in factories 
and hence of overproduction, no overbuilding 
and hence less land speculation and no stock 
market boom and hence less inflation of all 
values. 

Without them our banks would have been 
more secure, the extreme contraction in credit 
would not have taken place, business would 
not have been so seriously affected and un- 
employment would have been less than half 
what it is. 

Our house would then have been built on 
a rock and the storms and shocks could have 
come from abroad and it would have stood 
fast, but our house was built on the sands 
of credit and the storm of foreign debts, and 
the winds of tariff and trade adjustments 
and falling prices came and it was shaken to 
its foundation. 


Yours very truly, 
Newton D. ALLING. 
insti N. Y., December 30, 1932. 


One Way to Settle War Debts 


WRITING in the December bulletin issued 
by Hoit, Rose & Troster, Col. Oliver J. 
Troster makes the following suggestion 
on the war debts which has more prac- 
tical merit than many proposals which 
have heen advanced of late: 


A friend of mine owns an apartment 
house. One day when he was taking stock 
of his assets and liabilities, he found that 
every tenant in the building was behind in 
his rent from two to five months and there 
was small likelihood of the future rents being 
paid promptly. He therefore hit upon this 
plan: 

He visited each tenant, telling him that 
he was making a 10 per cent. reduction in 
his rent and asking him to sign a demand 
note for the amount of money for which his 
rent was in ‘arrears, informing him as he did 


so, that if he paid his rent promptly between 
the first and fifth of each month for the next 
year, he would make him a present of the 
demand note which the tenant had signed. 
All this happened eight months ago and to 
date there have been no defaults in payment 
and none of the tenants has delayed payment 
beyond the fifth of the month. 

Based upon this experience, it has been 
suggested that inasmuch as most of us agree 
that much of the principal of the war debts 
will never be collected, we forego even the 
possibility of receiving it; that we ask each 
debtor country to pay 6 per cent. interest 
annually for the next thirty years on the 
total amount of their debt to us; that if, at 
the end of that period, they have not been 
engaged in any war or increased their arma- 
ment, we will make them a present of the 
principal amount of their debt. 

Would this plan work? 
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THE BANK AND ITS EQUIPMENT 


A MONTHLY DEPARTMENT DEVOTED TO BANK ARCHITECTURE 
AND MODERN BANK EQUIPMENT 


Why Not a Depression for Bank Robbers? 


NLY through vigilant ingenuity 
C) have the good forces in human 
nature successfully resisted the 
crafty inroads of the evil. Accumulated 
wealth has always invited the unwelcome 
attentions of the underworld gentry. 
The business of bank robbing is, in its 
scientific approach, exact execution, and 
tragic finale, a far cry from the swash- 
buckling days when romantic figures in 
red sashes clenched a cutlass in strong 
jaws, and made away with doubloons 
and maidens. There is no romance in 
robbing a bank. There is, instead, the 
swift, grim descent of ruthless killers— 
a savage, and yet precise, completion of 
a well-formulated plan—and a _ blank 
trail in which is left the sting of powder 
smoke and the loss of thousands of dol- 
lars. Of course, the bank’s stolen cur- 
rency is amply covered by insurance. 
But no insurance can compensate for the 
loss of life, or the disruption of the com- 
munity that may well follow in the wake. 
It is generally conceded that the actual 
robbery is the culmination of several 
months of preparation. Ofttimes, a 
pleasant young man moves into a town, 
presents acceptable credentials, becomes 
active socially, and establishes a banking 
connection. Unfortunately, the young 
man is soon forced, by a most regrettable 
circumstance in his business, to move to 
another locality. Shortly, another bank 
is robbed. For that was the young man’s 
business. 

He had, during his stay, made a com- 
plete and detailed report of the bank’s 
layout, its methods of operation, its 
habits, its strengths, and its weaknesses. 
He had planned the robbery even to the 
exact spot where the automobile should 
be parked. 

Robbing banks is a risky business, but 
an increasingly profitable one. And the 
bank robber is not going to risk more 


than he has to. He will seek the easiest 
and the weakest: bank as his victim, leav- 
ing unmolested those whose money and 
securities cannot be obtained within cer- 
tain time limits. 

Night robberies have almost ceased 
with the coming of steel vaults and time 
locks, as Harold Hammond points out in 
his interesting article on page seventeen 
of this issue of THE BANKERS MaGa- 
ZINE. But now, it looks as if daytime 
robberies may be just as readily avoided, 
for once again human ingenuity has out- 
witted the holdup man. 

The Banktrol System, made and in- 
stalled by the Yale and Towne Manu- 
facturing Co., of Stamford, Conn., 
should effectively discourage daytime 
holdups. This system provides for 
the instant protection of currency 
drawers, security chests, doors, gates, and 
the day safe—all operated electrically 
and timelocked at the touching of any 
one of a number of strategically located 
buttons. At the same time, police head- 
quarters are signalled. e And, moreover, 
the system is absolutely fool-proof and 
cannot be tampered with. 

This seems like a large order, but it 
was the pleasure of the writer to witness 
a demonstration of this equipment at the 
Yale and Towne factories a short time 
ago. Simulating the working arrange- 
ments of the usual bank, two interlock- 
ing vault gates, five currency drawers, 
an under-counter safe for reserve cur- 
rency, and a red light indicative of the 
signal in police headquarters, were all 
hooked up to the Banktrol System. The 
vault doors were unlocked, the currency 
drawers were opened, the under-counter 
safe unlocked. Entered an imaginary 
bank robber and a button was pushed. 
Like obedient, well-trained soldiers, the 
currency drawers all slid shut, noiselessly 
and simultaneously—the locks clicked in 
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TILGHMAN MOYER CO. 


The Design, Construction and Equipment of Bank Buildings 
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the vault gates—the red light lit—and 
the under-counter safe could not be 
opened. Through a central timelocking 
device, neither vault, nor drawers, nor 
safe would be accessible for a half hour. 
It was amazing to witness such an or- 
derly, silent, rapid and exact operation. 

Inasmuch as there are generally fifteen 
stations in the bank from which the in- 
stant timelocking of every dollar may be 
accomplished, the bank robber would be 
a frustrated individual indeed should he 
attempt a holdup where this equipment 
was installed. Even if he tamper with 
a wire and break a connection, he is 
fooled. Because, in so doing, he sets the 
timelocking devices in operation just as 
surely as if he were the cashier who, 
with his hands over his head, tripped a 
foot rail. And anyway, the system is 


“supervised” so that any tampering is 
immediately made known at police head- 
quarters. 

A bank advertising the Banktrol sign, 
which is furnished with the installation, 
may feel well assured against attempted 
holdups. This is borne out by the many 


banks who have already been so equipped 
-—not one of them, even though located 
in the worst holdup areas, has suffered 
the indignity of an attempted robbery. 

For the professional yegg investigates 
before he operates. He knows that he 
cannot possibly beat the system—and 
that the cashier or the president are in- 
capable of releasing the timelock. And 
he knows that it will not profit him any 
to revenge himself on the bank’s per- 
sonnel for their inability to comply with 
his demands. Hence, he steers clear of 
the Banktrol sign. In other words, be- 
sides the actual physical protection, there 
is a preventive value. If robbers know 
they cannot succeed, then the attacks 
will not be planned. 

At the present time the average 


banker hands over the money and securi-: 


ties, collects the insurance, and thereby 
encqurages more attacks and more rob- 
hers. Bank robbery can be stopped in 
only two ways—by prevention, or by 
hghting the actual attack. In the latter 
case, the odds are all with the robber 


whose advantage is in the surprise ele- 
ment. With Banktrol, the “investiga- 
tor” learns that the two things he would 
like to plan to get are physically beyond 
his planning. The reserves are behind 
steel, and constantly timelocked all day, 
and the active currency is in steel 
drawers where it can be instantly time- 
locked and a police alarm sent silently 
at the same time. 

All of which is most discouraging to 
the up and coming young bank robber— 
and, right now, a little discouragement 
is what he needs most. 


NEW BANK BUILDING PROPOSED 


THE Dollar Savings Bank, New York, has 


‘ planned to construct a new branch office 


building at 2516 Grand Concourse, in the 
Bronx. The building will be modernistic in 
style and at the same time retain enough of 
the conservative to be appropriate to the 
dignity of banking quarters. The main bank- 
ing room, to be 72 feet long and 47 feet 
wide, will not be obstructed by supporting 
columns, and is so designed as to afford ample 
opportunity for natural lighting. The safe 
deposit department in the basement will be 
capable of accommodating about 6000 safe 
deposit boxes of various sizes. The vault 
will be constructed by the Diebold Safe & 
Lock Co. 


A NEW DOCUMENT ENVELOPE 


PRACTICAL and convenieut is the Stafast 
envelope recently developed by the American 
Beauty Cover Company of Dallas, Tex. 

By an ingenious hook, this envelope snaps 
open or closed simply by squeezing the en- 
velope in the hand, thereby avoiding the 
bother of strings or rubber bands. The hook 
lies flat so that it will not catch in other 
papers in the file. It has a flexible capacity 
and is made of a material designed to be 
both attractive and durable. The manufac- 
turer believes that it will furnish a greater 
protection to valuable papers and facilitate 
the handling of them. 


BANK AT BATH, PA., REMODEL: 
ING QUARTERS 


THE officers and directors of the First. Na- 
tional Bank of Bath, Pa., at a recent board 
meeting voted to proceed at once with the 
remodeling and modernizing of their present 
banking quarters. Included in the improve: 
ments are a new main entrance, the rear- 
rangement and installation of a low type 





96 THE BANKERS MAGAZINE 


counter, and other modern interior fixtures, 
redecoration of the entire interior, and the 
other changes incidental to modernization. 
The work will be started at once by the 
Tilghman Moyer Company of Allentown, Pa., 
and is scheduled to be completed within ten 
weeks. Local labor, sub-contractors and ma- 
terial firms will be employed wherever pos- 
sible. 

The officers of this institution feel that 
taking advantage of the present low building 
costs, and the fact that they are providing 
new business and employment for the com- 
munity, two worth-while objects are being 


accomplished. They already report favorable 
comment by people of the community. 


BANK OCCUPIES ENLARGED 
QUARTERS 


THE Dime. Savings Bank of Brooklyn re- 
cently opened for public inspection its en- 
larged and modernized home office. Visitors 
welcomed by the officers and trustees were 
conducted through the building by a specially 
appointed staff of clerks. Vault work was 
done by the Remington & Sherman Company. 


Interior view of La Previsora National Bank of Credit, Guayaquil, Ecuador. 





Banks like thee 
ustall YORK 
VAULTS 


Your bank, too, can enjoy 
the same skill and experi- 
ence in vault manufacture 
and construction that have 
made the name of YORK 
preeminent throughoutthe 
world. We will gladly con- 
fer with you regarding the 
size and type of vault your 
bank requires. 


fi I ach. if Q 
thes 4 cow Yb 
Buenos Aires Branch of the First poe Bank Equitable Trust Co.—now Chase 
First National Bank of Boston of Chicago National Bank, New York City 


YORK SAFE AND LOCK CO. 
@ YORK, PENNSYLVANIA @ 


(a nt RR A RR RR A LS erm A 
MANUFACTURERS AND BUILDERS OF THE WORLD’S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 


BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 


SEATTLE CHICAGO MONTREAL SHANGHAI 
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CHARTERED 1853 


United States Trust Company 
of New York 


45 WALL STREET 


Capital - - - - - $2,000,000.00 
Surplus and Undivided Profits $27,050,746.17 


(January 1, 1933) 


This Company Acts as Executor, Administrator, Trustee, 
Guardian, Committee, Court Depositary and in 


All Other Recognized Trust Capacities. 


OFFICERS 


EDWARD W. SHELDON, Chairman of the Board 
WILLIAM M. KINGSLEY . ‘ ; A . President 
WILLIAMSON PELL . : ; . First Vice-President 
FREDERIC W. ROBBERT Vice-President and Comptroller 
THOMAS H. WILSON . Vice-President and Secretary 
ALTON S. KEELER . P ‘ ; . Vice-President 


ROBERT S. OSBORNE, Asst. Vice-Pres. HENRY L. SMITHERS, Asst. Sec. 

WILLIAM C. LEE, Asst. Vice-Pres. ELBERT B. KNOWLES, Asst. Sec. 

HENRY B. HENZE, Asst. Vice-Pres. ALBERT G. ATWELL, Asst. Sec. 

CARL O. SAYWARD, Asst. Vice-Pres. HENRY E. SCHAPER, Asst. Sec. 

STUART L. HOLLISTER, Asst. Compt. HARRY M. MANSELL, Asst. Sec. 

LLOYD A. WAUGH, Asst. Compt. GEORGE F. LEE, Asst. Sec. 
GEORGE MERRITT, Asst. Sec. 


TRUSTEES 


FRANK LYMAN CORNELIUS N. BLISS WILLIAMSON PELL 

JOHN J. PHELPS WILLIAM VINCENT ASTOR LEWIS CASS LEDYARD, JR. 
EDWARD W. SHELDON JOHN SLOANE GEORGE F. BAKER 
ARTHUR CURTISS JAMES FRANK L. POLK WILSON M. POWELL 
WILLIAM M. KINGSLEY THATCHER M. BROWN JOHN P. WILSON 
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A MONTHLY REVIEW OF CURRENT ADVERTISING AND 


NEW BUSINESS EFFORT BY AMERICAN BANKS 


Does Bank Advertising Pay? 


Here Are the Facts Based on a Study of Bank Growth of a 


lack of directly traceable results. 


Twenty-Iwo-Year Period 


Bank advertising men often are hard pressed to justify advertising expenditures for 
The writer of this article, an advertising manager of 


a well known bank, has made a study of the deposit trend of advertising and non- 


advertising banks in his city during the last twenty years. 


His findings show that 


advertising expenditures may be thoroughly justified. As the city grew, the advertis- 


ing banks increased their deposits—the non-advertising ones did not. 
bank is included in this study, the author must remain anonymous. 


As his own 
But his con- 


clusions will be of value in substantiating the view that bank advertising in the long 
run pays a dollar and cents dividend.—Editor. 


OST bankers, grounded in the 
M fundamentals of economics, 

have little patience with the 
advertising prophet who sells advertis- 
ing in terms of “the more you spend, the 
more you get.” When a banker makes 
a loan, he wants facts on which to base 
the repayment of the loan. When a 
banker is asked to advertise he likewise 
wants facts on which to justify advertis- 
ing expenditures. But how can one 
prove the power of advertising in the 
banking field? The average banker will 
tell you that running an advertisement 
in a newspaper or mailing a piece of 
literature will not bring business into 
the bank the next day, or the day after 
for that matter. Although specific ad- 
vertisements and special advertising cam- 
paigns have produced direct business in 





1915 1920 
BY aiaoetea ston 12.393 70.46 50.47 
Pp Ag einer 10.60 11.67 8.07 
Rt Sesaesiads ages 13.32 11.32 5.99 
DD aie ta y ee | 171 1.30 
Closed banks .. shi a ae 
All others .... 1.34 4.84 34.17 





the banking field, it is difficult to prove 
that bank advertising as a whole is 
necessary and profitable. 

It occurred to me that a long-term 
study of the effect of bank advertising in 





PERCENTAGE OF TOTAL City Deposits 


my city might shed some light on this 
problem. The city in question has a 
population approaching 600,000, has 
large and small banks, some with and 
some without branches, some banks 
which advertise and some which do not 
—a situation that might be considered 
typical of the average American city of 
similar size. 

Every bank, if it is to survive and be 
of service to its community, must retain 
over a period of years a certain per- 
centage of the total deposits in the area 
it serves. Deposits are necessary. They 
are the raw material out of which profits 
are made. Any bank can tell where it 
stands and where it is going by analyzing 
this trend in its own area. 

The results of my analysis are found 
in the accompanying table: 





1925 1930 1932 Remarks 

61.28 59.628 64.98 Advertiser 

10.17 1.37 11.92 Advertiser 
7.54 6.193 6.76 Non-advertiser 
1.38 1.039 1.05 Non-advertiser 
eactiokk aks 1.33 

19 43 21.97 13.96 






A glance at these figures does not 
seem to reveal facts of any great value, 
but a careful analysis in the light of local 
conditions uncovers some significant in- 
formation. 
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Payrolls 


The King ft Forest 


When Steamers Raced 
on the Mississippi 
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Hibernia Bank & Trust Co. 
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Hibernia Bank & Trust Co. 


New Orteam, US A 























The reproduction at the left, “When Steamers Raced on the Mississippi,” is one of the 
first of a series recently run in local newspapers. The purpose of this series was to remind 
the public that the Hibernia has been on the job in New Orleans for more than sixty years 
and has weathered all kinds of business storms. Note that the copy makes no reference to 
the depression, but simply hammers away in a normal manner the fact that the bank has 
always served helpfully sound and worthwhile businesses of every type. Alternating each 
week with this “Old-Times”™ series, is another, two of which, “Payrolls from Test Tubes” 
and “The King of the Forest’ are also reproduced. This series emphasizes the payroll value 
of local industries. In gathering the material for these ads, the Hibernia consulted its own 
customers in the respective lines of business, and thus not only obtained reliable data, but 
their co-operation as well. 


Banks A, B, C and D are used in this 
analysis because they are the oldest in- 
stitutions in the city. Since they are 
located in the down town area we can, 
in addition to analyzing the trend of 
each institution, study the trend in de- 
posits between down town and neighbor- 
hood banks. 

Let us first study the institutions in- 
dividually. In 1910 bank C (then two 
independent institutions) had 13.32 per 
cent. of the city’s banking business. To- 
day, these two merged banks, listed as 
bank C, have 6.76 per cent. of local de- 
posits—a loss of more than 50 per cent. 
Bank C has never advertised consist- 
ently. It is, however, one of the city’s 
soundest institutions and has a splendid 
earning record. Can this earning record 
be maintained if this institution does 
not maintain its position of financial 
leadership? Another comparison: In 
1910 bank C’s deposits exceeded bank 
B’s by 25 per cent. Today bank B, a 
consistent advertiser is 75 per cent. 


ahead of C. Banks B and C are fine in- 


stitutions. Both are carefully managed. 
Both have fine earning records, but care- 
ful management plus consistent adver- 
tising has moved bank B far ahead of 
bank C. 

Bank D, organized in the early nine- 
ties, is not as old as bank A, B and C. 
This bank had 2.21 per cent. of the 
city’s deposits in 1910. Today, it has 
1.05 per cent., a loss of more than 50 
per cent. This bank likewise is not an 
advertiser. It is an extremely conserva- 
tive institution and has a fine dividend 
record. During its forty years of opera- 
tion, other new aggressive institutions 
have acquired as large a share of the 
city’s deposits as has this bank. Can 
bank D hold its position? Can it con- 
tinue its good earning record in the face 
of the existing deposit trend? 

Now refer to the figures of bank B, 
a regular advertiser. In 1910 it held 
10.60 per cent. of the community's de- 
posits. Today, it holds 11.92 per cent.— 
a gain of 11 per cent. compared with 
50 per cent. losses of non-advertising 
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banks C and D. This advertising bank 
B has more than trebled its deposits 
since 1910 without consolidations or 
mergers of any kind. 

Bank A has today 64.98 per cent. of 
the community’s bank business. This 
institution has numerous branch offices 
and has over a period of years absorbed 
other banks. It is a persistent advertiser. 
In 1910 it and the institutions it has 
since absorbed held 72.53 per cent. of 
the local deposits. The decline over the 
period of years amounts to 10 per cent., 
although there is an apparent gain since 
1920 not true in the non-advertising 
banks C and D. The figures indicate 
that this institution, the largest in the 
city and a regular advertiser is gaining 
steadily in its share of local deposits. 
Doubtless its many city branches con- 
tribute toward its favorable position. 

Other deductions may be drawn from 


these figures. Banks A, B and C are 


Like all other industrial cities, Bridge- 
port, Conn., is feeling the depression, 
and the Bridgeport-City Trust Com- 
pany, long a leading commercial bank 
of the state, felt it was time to do some- 


thing to offset depressed . feelings. 
Hence, this bank, established for 77 
years, accepted the responsibility of 
sounding a call to business for further 
progress. It has money to loan, but 
nevertheless, it has never altered its 
principles of sticking strictly to sound 
banking principles. This point is made 
clear in the text. And the bank is 
willing to practice what it preaches by 
making an extra effort in rendering 
good service, getting new business, im- 
proving its methods all along the line— 
directors, officers and staff. No car 
cards or billboards are being used. En- 
larged advertisements are displayed in 
the lobby. That is all. The officers 
receive copies of each advertisement 
prior to insertion and copies also are 
posted back of the teller’s cages and in 
various departments. The dependence 
is entirely upon newspapers, and the 
comment from the public has been 
highly favorable and responsive. 


the city’s three leading down town banks. 
In 1910, when the city had few neigh- 
borhood banks, these three banks held 
96.45 per cent. of the city’s deposits. 
From 1920 to 1930, when numerous 
neighborhood banks were opened, these 
figures declined to 65.83 per cent. In 
1932, when a number of smaller neigh- 
borhood banks closed, the down town 
banks again gained 83.66 per cent. of 
all deposits. Analysis also shows that 
when these banks closed, the institutions 
which had built up public confidence 
over a period of years through adver- 
tising were affected the least and have 
since gained in deposits. 

A bank, like a merchant or a manu- 
facturer must retain its share of business 
in its field if it hopes to survive. It must 
also get its share of new business as its 
field expands. This requires careful 
management — plus careful, consistent 
advertising as the foregoing figures indi- 
cate. 


THE 
BRIDGEPORT-CITY 


THE TIMES CALL 


The call today is for enterprise. All along 
the line the need is for— 


FOR ENTERPRISE 


The Bridgeport-City Trust Company gladly 
accepts the responsibility of leadersbip— 


© extra effort to build business by develop- 


© by putting forth extra effort to serve ite 
ing new ideas, new plans, new methods; 


customers in accordance with tbe require 


© extra effort to improve the financis! ™°M* * the times; 


situation; 

© by bringing directly to Grms, corporations 
aod individuals the complete facilities of 
large, well organized institution; 


© extra effort to increase employment; 


© extra effort to create and initiate without 
departing from those sound and time- © by maintaining those principles of sound 
baking to which it has faithfully adhered 
for more than three quarters of a century. 


tried fundamentals upon which all business 
1s built, both substantially and permanently 


THE BRIDGEPORT-CITY TRUST COMPANY 


BANKING - SAVINGS - TRUST- SAFE DEPOSIT - TRAVEL BUREAU - NIGHT DEPOSITORY 


Main, Bank and John Streets 
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HOW'S YOUR WIFE'S SPINNING-WHEEL TECHNIQUE ? 


ECHO CITY 
OH10? 


America was in the doldrums. Pessimism was rampant and sane optimism sorely needed, 
when the Guardian Trust Company, Cleveland, in June and July, 1932, launched a series of 
three newspaper advertisements designed to stimulate greater confidence and faith in the 
future of Cleveland and the nation. The second and third of this series is shown above. 
The newspaper advertising was backed by a mailing to the leading citizens of Cleveland which 
took the form of three attractive folders, each, containing a full sizA reproduction of the 
advertisement. The cover of one of these folders is also shown above. This public expression 
of confidence in the future of the textile industry, the railroads and Cleveland real estate, on 


the part of a great trust company, met with favorable response. 
the basis for inspirational talks at sales meetings throughout the city. 


The advertisements became 
The local real estate 


board distributed copies to members, house organs quoted freely and magazines borrowed the 


printing plates and adapted copy for use in other cities. 


The Guardian felt well repaid for 


its contribution to the community's welfare. 


HOW BANKS ARE ADVERTISING 


AN unusual piece of newspaper adver- 
tising is being used by the Fidelity 
Union Trust Company of Newark, N. 
J. The ad is 131/, inches by 10!1/, inches 
and combines all the advantages of a 
house organ, a shopping guide, and a 
bank advertisement. It is headed and 
sub-headed, “SHOPPING In The City 
Of Newark.” The body of the ad is 
divided into five columns. A map of 
the main highways to and from New- 
ark, followed by some helpful hints to 
the motorist or commuter occupies half 
of the first two columns. The remainder 
of the first column pictures a war memo- 
rial and sketches the historical points of 
interest in the city. The remainder of 
the second column shows the bank and 
explains its facilities. The remaining 
columns take up a number of things 
written and arranged similarly to the 
usual newspaper style. For example, 
one item calls to the attention of car 
owners that there are many garages and 


parking places strategically located so 
that the parking problem is no more. 
Another calls attention to the many de- 
lightful restaurants and eating places in 


the city. For those wishing to avoid 
city traffic, the excellence of the bus 
services is pointed out. Shops, depart- 
ment stores, and motion picture houses, 
with appropriate illustrations, are each 
given a good word. There is even a 
joke tucked away at the bottom of the 
fourth column. In other words, the ad 
calls attention to the many advantages 
in the city through a well recognized 
and easily readable form—just the sort 
of thing that the housewife, and the 
merchants, would like to read and react 
favorably to. Without stepping on any- 
one’s toes, it gives the city a big boost 
by reminding people that, after all, it 
is their good fortune to live in, or near, 
a city having so many things for their 
amusement and comfort. Balancing the 
map heading the first two columns, is 
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the bank’s name at the bottom of the 
last three columns. 


—@)—- 


THE Brooklyn Savings Bank is issuing 
the old, old admonition of “plan, budget 
and save” in an intelligent and novel 
way. The bank sends out—chiefly to 
women managing household expendi- 
tures—a booklet entitled the “John Hull 
Spending Guide.” Newspaper ads tell- 
ing about this series are reproduced be- 
low. With the motto “Save by Spend- 
ing Wisely,” this handy little folder 
presents a compact and complete system 
which not only facilitates, but actually 
makes attractive the irksome problem of 
budgeting and saving. Most women 
balk at planning and keeping systematic 
accounts. This “Spending Guide” is 
neither intricate nor tedious. It con- 
sists of a series of six stout envelopes 
bound together neatly and securely. The 
cover which holds them contains in- 
formation and instructions as to their 
use, and has also a few sample budgets 
figured out by way of illustration. The 
first envelope is for savings. The second 
is for rent (and taxes, mortgage interest, 
insurance, etc.), the third for food, the 
fourth for clothing, the fifth for operat- 
ing expenses, and the last for advance- 
ment (recreation, church, charity, gifts, 
etc.). On the back of each envelope is 
a ruled space for very simplified ac- 


Try this Prescription 
for Keeping Young 


Debts groove your face with deeper lines than age. Financial worries 
steal your youth quicker than hard work. The feeling of security that 
@ Savings Account gives you is the best prescription for good health and 
peece of mind. 


To be prepared for emergencies—for any interruption in your regular 
income, is easier than you think. Let us help you by sending you our 
JOHN HULL SPENDING GUIDE. It will show you how to squeeze » 
surplus for saving out of your current running expenses. Free for the 
asking. ‘Phone MAin 44100 or write for Booklet No. 0000. 


Visit our current “Know Brooklyn” Exhibit in our Fulton Street corridor. 


THE BROOKLYN SAVINGS BANK 


CORNER OF CLINTON AND PIERREPONT STREETS 
(With entrance alse at 300 Fulton Street) 





Two of a series emphasizing the importance of a savings account. 
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counts, showing entries and withdraw- 
als. On the front flap of each is a short 
word of advice, stating very adroitly, 
yet plainly, a bit of ordinary common- 
sense. There is no obnoxious shouting 
of “Economize! There is simply the 
calm statement, for example, on the food 
envelope, “Don’t stint yourself on food. 
That doesn’t pay. . .” And on 
the clothing envelope, ““Don’t buy cloth- 
ing simply because they are 
cheap. The cheapest things are often 
the most expensive in the end.” (what 
every woman loves to be told!) In other 
words—advertising words—the copy 
and layout are cleverly handled and the 
result is a mutually pleasing and bene- 
ficial piece of promotional work. 


—)-— 


THE city of Boston is, indeed, a large 
one, but not so much so that the Web- 
ster and Atlas National Bank cannot 
locate newcomers and welcome them in 
a neighborly sort of fashion. A letter 
sent to a new resident from Rex T. 
Crandall, assistant to the president, 
states that he hopes the move will be a 
pleasant and profitable one. He ex- 
presses a hope that the newcomer will 
avail himself of the bank’s facilities and 
extends an invitation to drop in and 
talk banking matters over with him. En- 
closed in the letter is an attractive folder 
in which is outlined the bank’s history 


When Your Dollars 

ee a r 99 

are “Rarin’ to Go 

Those extra dollars that lie in pocket or purse are like those 
shifty, weaving gridiron stars who manage to sift through the 
strongest defense . . . and then say “goodbye”! 
The only safe place for these elusive dollars is in a Mutual Sav- 
ings Bank. Let us send you an effective plan which we've worked 
out, to keep these dollars under restraint. ‘Phone MAin 4.4100, 


or write for Booklet No. 0000. Your request will bring you our 
JOHN HULL SPENDING GUIDE, a proven aid to thrift. 


Visit the current “Know Brooklyn” Exhibit in our Fulton Street corridor. 


THE BROOKLYN SAVINGS BANK 


CORNER OF CLINTON AND PIERREPONT STREETS 
(With entrance also at 300 Fulton Street) 


Note how the first 


paragraph combines with the heading, and then, in the second paragraph, turns the thought 
‘{ the reader to the advantages of a savings account and also invites a request for the 
John Hull Spending Guide explained elsewhere in this section. 
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PHILADELPHIA 
NATIONAL BANK 


Oraaniced 808 


Throughout every crisis of the 
past century and ea quarter this 
bank, always close to Phil- 
adelphia’s commercial life, has 
served the city. 

Ever widening experience, 
strength and character contrib- 
ute to this service now as they 
have done in the past. 


421 Chestnut Street 
Sand Street and Lancaster Avenue 


1416 Chestnut Street 











+. THE.. 
PHILADELPHIA 
NATIONAL BANK 


Oveaniaed 1803 


Vital credit information and dependable 
data on business conditions elsewhere are 
at the disposal of our depositors through 
our widespread list of correspondent banks 
here and abroad. 
Over prompt and ciliciont service with 
regerd to collections or remittances at 


remote points isa matter of pride with ws. 


421 Chestnut Street 1416 Chestnut Street 
Sand Street and Lancaster Avenue 

















-- THE.. 
PHILADELPHIA 
NATIONAL BANK 


Ovganined 1803 


A background of one hundred 
and thirty years banking 
experience. 

A directorate representative 
of every nationally known 
Philadelphia industry. 

The ability to fulfill every 
commercial need. 


421 Chestnut Street 1416 Chestmat Street 


Sand Street and Lancaster Avenue 





To advertise solely for commercial business, this bank utilizes an orthodox layout con- 
sistently in this series—one that suggests the nature of the service offered. This bank 
does not accept savings accounts, does not rent boxes, does not operate a trust department, 
and accepts no checking account averaging less than $500, and pays no interest on one 
averaging less than $1000. ‘This series was adapted to attract business acceptable to its 
banking practices and was designed to keep the name of the bank, and its services, 
prominently before the public without inducing business which it could not handle. 
The copy and its arrangement satisfactorily meets this problem. 


and policies. 


Pictures of the banking 


marvelous thing. 


It starts working the 


quarters are shown and appropriate 
copy points out methods by which these 
arrangements pleasantly facilitate the 
customer's banking transactions. Other 
pages are devoted to a brief explanation 
of the bank’s departments and its vari- 
ous services which it is equipped to 
render. The booklet is printed on a 
light brown stock covered by a heavier 
stock of deeper brown. The illustra- 
tions are black etchings on a contrasting 
golden brown background. The whole 
effect is very pleasing to the eye, and 
yet complete and dignified. 


ie 


“BUSINESS THOUGHTS OF THE MONTH,” 
a booklet, is “A symposium of com- 
ments pertaining to business compiled 
from the literature and news of the past 
month and published by the Harvard 
Trust Company (Cambridge, Mass.) for 
complimentary circulation among its 
customers.” This booklet, first issued in 
December, 1932, contains a number of 
varied comments which should stimulate 
thought among its recipients. Examples 
of these comments are: “One thing that 
is wrong with business. is that business 
men do not attend to it” (Atlantic 
Monthly); “The human brain is truly a 


minute you wake up and never stops 
until it gets to the office” (Life). “Bank- 
ruptcy is a preventable economic disease. 
Widespread indifference has promoted 
it to the class of dangerous contagious. 
Its wholesale recurrence is an indict- 
ment against, a burden upon our busi- 
ness system’ (The Business Week). 
“The original ‘home loan bank’ was the 
one that held the baby’s pennies” (Cin- 
cinnati Enquirer). The “symposium” is 
a sort of Reader’s Digest, re-digested, 
and is well worth the reading. 


- -(e)— 


FINANCIAL advertisers should supple- 
ment the advertising tools of their pro- 
fession with a thorough knowledge of 
banking functions, suggested Robert W. 
Sparks of the Bowery Savings Bank, 
New York, and retiring president of the 
New York Financial Advertisers at a 
luncheon of that organization recently 
held in the Hotel Pennsylvania. Mr. 
Sparks put part of the blame for lack 
of co-operation between bankers on 
bank advertising men by saying: 

“We have heard many laments from 
financial advertising executives that 
bankers do not understand advertising. 
The absence of mutual understanding 
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between the banker and his advertising 
man is an obstacle that we have pre- 
ferred to walk around rather than re- 
move. We have tried to bring the 
banker to our viewpoint and most of us 
have failed. It is time to start seeing 
things his way.” 

Mr. Sparks also stressed the impor- 
tance of banks using their influence to 
reduce taxes, for money spent in un- 
necessary taxes was money diverted 
from banking channels with the conse- 
quent detriment to business in general. 

O. G. Alexander, of the Bank of the 
Manhattan Company, was elected to 
succeed Mr. Sparks as president of the 
organization. Alden B. Baxter, of the 
American Bankers Association Journal, 
was made vice-president. 

Three special vice-presidents were ap- 
pointed to facilitate the arrangements 
for the national convention to be held 
in New York next fall. These were: 
Roland Palmedo, Lehman Brothers; 
John Donovan, Central Hanover Bank 
and Trust Co.; and Donald G. Price, 
Franklin Savings Bank. 

Tracy M. Purse, of the Purse Co., 
was elected secretary, and Miss Anne 
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H. Sadler, of the Bank of the Manhat- 
tan Company, was re-elected treasurer. 

Directors for the coming year will be: 
Lillian A. Backus, Amos R. Bancroft, 
L. A. Chambliss, Arthur DeBebian, 
Richard F. Durham, Murray R. Schwer- 
ens and Mr. Sparks. 


—@)— 


THE tendency among American finan- 
cial institutions will be to maintain their 
present advertising pace and in some 
instances, to accelerate it somewhat 
rather than to curtail further as has 
been the practice during the last three 
years. 

Such a tendency is evident in the re- 
sults of a questionnaire mailed recently 
to the entire membership of the Finan- 
cial Advertisers Association. 

An early return of 132 questionnaires 
indicates that 80 of the institutions will 
spend for advertising in 1933 substan- 
tially the same amount they spent in 
1932; 13 will increase their expenditures 
next year and 39 will decrease them. 

The questionnaire was classified ac- 
cording to size of cities and size of 
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A New Year's card which will be remembered longer than most is the one shown above. 
The outside front is at the left and shows a part of the page from the Williamsburg 


Gazette, published in 1'73'7. 


Of particular interest to recipients of this card is the 


advertisement of the arrival of a slave ship mentioned in this clipping. The map on the 


inside is the first clear map of the City of Richmond in existence. 


The ward itself is 


printed on good stock appropriate to the subject and carries the combined theme of the 
historical, the interesting and the institutional to a successful conclusion. 
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F. A. A. ADVERTISING BUDGET QUESTIONNAIRE 


(Taken from 132 banks’ replies) 


Cities with Population up to 500,000 
Maintain 
Increase 
Decrease 

Cities with Population 500,000 to 
1,000,000 

Maintain 
Increase 
Decrease 

Cities with Population Over 1,000,000 
Maintain 
Increase 
Decrease 


banks. The above tabulation shows 
the results under the various classifica- 
tions. 

--@- 


FRANK G. Burrows, advertising man- 
ager of the Irving Trust Company, New 
York, believes that 1933 offers a remark- 
able opportunity for financial advertis- 
ing. In the December issue of the 
F. A. A. Bulletin, Mr. Burrows says: 


Empire Crust Company 


invites your trust business 


but believes that... .. 


In the arrangement of your estate 
affairs, you should seek the advice 


and approval of your attorney. 


Empire Trust Company 


120 Broadway 


Ample white space, intelligently used, 

strengthens the copy appeal to the trust 

prospect. Repetition of the name of the 

bank is done in a manner that lends 

balance while freeing itself from being 
burdensome. 


Banks with Resources up to $10,000,000 
Maintain 18 
Increase 
Decrease 

Banks with Resources $10,000,000 to 
$100,000,000 
Maintain 
Increase 
Decrease 
Banks with Resources Over $100,000,000 
Maintain 
Increase 
Decrease 


“Never in the history of banking has 
there been a richer opportunity for 
financial advertising than is offered at 
the opening of 1933. A few 
years ago, when prosperity was general 
and trade and industry were operating 
smoothly, it was no easy task for the 
bank advertiser to attract the attention 
of the average reader. Today, what 
banks do and what they say is of deep 
public interest. This provides 
an opportunity for banks to make them- 
selves better understood—to make clear 
their responsibilities to their depositors 
and stockholders—to explain why cer- 
tain principles must be observed and 
certain practices followed to insure the 
safety of the funds entrusted to their 
care. 


--@) — 


PUBLIC CO-OPERATION 


THE public must be taught to realize 
that a bank is simply an institution that 
receives money from the public, its de- 
positors, and loans that money to the 
public, its borrowers. If the public, 
through fear, misunderstanding or panic 
insists upon the bank’s repaying all or 
most depositors within a short period, 
the only way that the bank can accom- 
modate them is by calling upon the pub- 
lic to repay loans or dispose of its salable 
assets under pressure. When the public, 
through fear, suddenly decides to draw 
out its deposits, it injures the public far 
more than the bank.—M. E. Holderness, 
vice-president, First National Bank, St. 
Louis. 





REVIEW OF THE MONTH 


A SURVEY OF BANKING AND ECONOMIC CONDITIONS AS 
REVEALED IN MONTHLY TRADE LETTERS 


with some encouraging features in 

the situation, but with the outlook 
for the early future more than usually 
clouded with uncertainty, stated the 
Guaranty Trust Company of New York 
in the issue of The Guaranty Survey, 
released on December 27, from which 
we quote: 


B whom approaches the year-end 


Readjustment has proceeded swiftly through- 
out the year, and the prospects are un- 
doubtedly better than they were at the end 
of 1931. However, it has become increas- 
ingly clear that the likelihood of any reason- 
ably prompt recovery from the world-wide 
depression depends largely on political action 
at home and abroad. War debts, trade bar 
riers, monetary restoration, budget balancing, 
and political stability represent problems that 
have become more vital than ever to the 
world’s economic welfare and that depend 
for their solution on the action of public 
officials. 

Any attempt to appraise the significance 
of the present situation must, therefore, be 
predicated on certain assumptions regarding 
the policies to be pursued by the govern- 
ments of the principal industrial nations. If 
the existing problems are handled with an 
adequate appreciation of the economic prin- 
ciples involved, it is reasonable to expect that 
the coming year will witness a continuation 
of the progress that was begun in the latter 
half of 1932. However, there must inevitably 
be a period of uncertainty and hesitation un- 
til decisive steps are taken to remove the 
politico-economic obstacles that now stand in 
the way of recovery, and until enough time 
has elapsed to give some indication whether 
the decisions reached represent adequate solu 
tions. 

The default by several nations on their 
war-debt payments to the United States, due 
on December 15, cannot be regarded other- 
wise than as a blow to confidence and, conse- 
quently, as a setback to trade revival through- 
out the world. It is to be feared, moreover, 
that the default will tend to retard, rather 
than promote, the final solution of the debt 
problem. How serious the adverse effects 
may be will depend on the extent to which 
the American attitude in the face of this un- 
fortunate development is tempered with a 
broad-minded appreciation of the debtors’ 
point of view. The principal need of the 
moment is a settlement of the question that 
vill end the present uncertainty, and the 
ichievement of a satisfactory solution will re- 


quire as much good will and mutual toleration 
as can be summoned to the aid of the 
negotiators. 


AUTOMOBILE PRODUCTION 


The Monthly Business Review of the 
Federal Reserve Bank of Cleveland 


points to motor car production as an en- 
couraging element in the industrial situa- 
tion and says: 


The motor car industry provided one of 
the encouraging elements in the industrial 
situation in November and it continued to 
show distinct improvement in December. This 
expansion, however, came after a prolonged 
period of stagnation when output averaged 
lower than since 1918. The extreme low 
point was touched in October when only 
48,702 cars and trucks were produced, and 
the adjusted index of the Federal Reserve 
Board dropped to 16 per cent. of the 1923-25 
monthly average. 





in Boston 


Now under United Hotels man- 
agement, The Bradford offers the 
finest in appointments, cuisine 
and service. 350 rooms, each with 
tub or shower bath, servidor and 
running ice water. Single $2.50 


up. Additional person $1 extra. 





Centrally located on Tremont Street, 
opposite Metropolitan Theatre 


ONE OF THE UNITED HOTELS 


a 
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ACTS AS 
TRANSFIR 
AGENT 
AND 
REGISTRAR 
IN NEW YORK CITY 


United States Corporation Company 


150 Broadway, New York 


Although in past years the trend of pro- 
duction from October to November was 
downward, in 1932 a gradual expansion in 
factory operations occurred in the first part 
of November as one company after another 
started producing their 1933 models. Output 
for the month was about 59,500 cars and 
trucks, an increase from October of 22.3 per 
cent. and only 13.5 per cent. below produc- 
tion in November, 1931. The board's ad- 
justed index rose 31 in the month, the high- 
est since July. 

Preliminary reports for the first three weeks 
of December indicated a very sharp rise in 
production and the Annalist’s adjusted index, 
which on December 17 was 72, was the high- 
est for any time since May, 1931, and more 
than twice as high as it was a year ago. 
Cram’s reports show that 32,976 cars and 
trucks were produced in the third week, com- 
pared with 13,629 units in the same period 
of 1931. Indications point to an output of 
about 100,000 cars and trucks in December, 
a considerable increase from November, but 
still under the 121,541 cars manufactured 
in December, 1931. 


FARM INCOME 


The farm situation in the Northwest 
becomes increasingly unsatisfactory ac- 
cording to the monthly review of the 
Federal Reserve Bank of Minneapolis, 
which says: 


The estimated cash income to farmers from 
marketings of seven important items was 42 
per cent. smaller in November than in the 
same month last year, in spite of a small in- 
crease in the income from bread wheat. Prices 


of all of the major farm products of the 
Northwest, with the exception of ewes, were 
lower in November than a year ago, although 
the declines in lambs and eggs were not im- 
portant. 


PRODUCTION AND EMPLOY- 
MENT 


In a statement issued to the press on 
December 24 the Federal Reserve Board 
reviews production and employment as 
follows: 


Volume of industrial production, as meas- 
ured by the board’s seasonally adjusted index, 
declined from 66 per cent. of the 1923-25 
average in October to 65 per cent. in Novem- 
ber, compared with a low level of 58 per 
cent. in July. Output at woolen mills, silk 
mills and shoe factories declined in Novem- 
ber from the relatively high levels of the 
autumn, while cotton mills continued active. 
Lumber production declined by considerably 
more than the usual seasonal amount. Steel 
production decreased during November and 
the first three weeks of December, while auto- 
mobile output increased considerably in con- 
nection with the introduction of new models. 

The number employed at factories declined 
somewhat from October to November, reflect- 
ing in large part developments of a seasonal 
character. Working forces in the woolen, 
silk, shoe and canning industries were re- 
duced, while at car-building shops and at 
factories producing automobiles and agricul- 
tural implements there were increases in em- 
ployment. 

Construction contracts awarded up to De- 
cember 15, as reported by the F. W. Dodge 
Corporation, indicate for the last three 
months of the year a decline from the third 
quarter of somewhat more than the usual 
seasonal amount, following a non-seasonal in- 
crease from the second to the third quarter. 

Estimates of the Department of Agricul- 
ture, based on December 1 reports, indicate 
a cotton crop of 12,727,000 bales, about 
800,000 bales larger than the estimate a 
month earlier, but 4,400,000 bales smaller 
than last year’s unusually large crop. Wheat, 
tobacco, flaxseed and other leading cash 
crops are also considerably smaller than a 
year ago, while feed crops are substantially 
larger. Acreage of winter wheat planted this 
fall was slightly smaller than a year ago, and 
condition of the crop on December 1 was 
unusually poor, according to the Department 
of Agriculture. 





WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


COL. AYRES LOOKS AT 1933 


“Fundamental matters such as the 
probable volume of industrial produc- 
tion in 1933 as compared with that of 
1932, the amount of building construc- 
tion, the output of iron and steel, the 
production of electric power, the load- 
ings of railroad freight, the volume of 
industrial employment, and the trends of 
security prices, may be so greatly in- 
fluenced by political developments, as 
well as by more impersonal economic 
forces, that they defy prediction. If the 
business man is forced to use estimates of 
them in formulating policies and making 
budgets for the new year, he will prob- 
ably be following the prudent course if 
he assumes the figures of 1932 in making 
his estimates for 1933, hoping and 
planning for more, but trying to safe- 
guard his affairs against the possibility 
of less."—-Col. Leonard P. Ayres, vice- 


president Cleveland Trust Company. 


MUCH REMAINS TO BE DONE 


“In a broad sense we have done prac’ 
tically nothing with respect to the im- 
portant question of governmental ex- 
penditures which are exacting an impos- 
sible burden on constructive enterprise. 
The budget of our national government, 
as well as those of many of our other 
governmental units, are far from being 
balanced. We have done nothing with 
respect to the question of intergovern- 
mental debts, tariffs and other interna- 
tional problems which have throttled the 
world’s commerce. We must not fail to 
recognize that the purchasing power of 
large groups within our own midst, 
which for years has been out of adjust- 
ment with those of other groups, is 
vitally involved in this great question. 
We not only need, but we must have, 
the purchasing power of every individual 
to maintain our productive enterprises 
and to insure the employment of our 
labor. In many ways we are still re- 


sisting the adjustments essential to the 
bringing of our national economy into 
proper balance—an absolutely vital step 
before the next forward movement can 
take place.”—Alfred P. Sloan, Jr., presi- 
dent General Motors Corporation. 


ATTACKS CHAIN BANKS 


“The chain store, together with the 
chain bank, presents a new and destruc- 
tive force in American economic life. It 
is the child of monopoly and wealth con- 
centration, and operates in contraven- 
tion of the American principles of free 
and fair competition. If permitted to 
continue in unfair competition with the 
local merchant, it sounds the death knell 
of small business in this country.”—Gov- 
ernor Floyd B. Olson of Minnesota. 


UNCLE SAM IN BANKING 
BUSINESS 


“Uncle Sam himself is today the 
world’s biggest banker, using taxpayers’ 
money provided in part by the banks 
themselves to make loans at low rates of 
interest, perhaps tacitly encouraging re- 
sistance to payment of either principal 
or fair return on funds invested. A 
temporary expedient, perhaps, but bu- 
reaucracy seldom changes its spots.”— 
James L. Walsh, executive vice-president 
Guardian Detroit Union Group, Inc., 
Detroit, Mich. 


RESPONSIBILITY OF THE BANK 
CUSTOMER 


“The responsibilities of the banker 
cannot be overemphasized. But it is 
time that there be written across the 
horizon of American life, in letters of 
flame, the responsibilities of the bank 
customer. When a bank account is 
opened there is born a dual responsibility. 
That of the bank is neither greater nor 
less than that of the customer. Only by 
a common shouldering of the load can 
the problems of banking be solved.”— 
Harold Paul Cunningham. 
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-IN THE MONTH’S NEWS 


BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


AFTER heading the Chase National Bank 
since 1911 ALBERT H. WIGGIN has an- 
nounced his desire to retire on January 10 
when the bank holds its annual meeting. 
Advancing age (65 years on February 21) is 
given by Mr. Wiggin as the principal reason 
for his desire to be relieved of his duties. 
This is in conformity with a retirement plan 
which the bank is now formulating. He will 
continue as a director and a member of the 
executive committee. 


Grorce M. Reynotps, chairman of the 
board of directors of the Continental Illinois 
National Bank and Trust Company, Chicago, 
has announced his resignation from that of- 
fice and his retirement from active banking. 
He will remain a director of the bank. Con- 
siderations. of health and a desire for rest 
after more than a half century of banking 
led to his decision to retire. Mr. Reynolds 
will be 68 on January 15. 


ALGERNON SYDNEY FRISSELL, chairman of 
the board of the Fifth Avenue Bank, New 
York, died on December 19 in his eighty- 
seventh year. He was the last living mem- 
ber of the original board of the bank. He 
began his banking career in 1862 with the 
City Bank of Poughkeepsie (N. Y.) and 
later was connected with the Importers and 
Traders National Bank in New York. When 
the Fifth Avenue Bank was organized he 
became its first cashier and ten years later 
was elected president. He became chairman 
of the board in 1916. 


Leo D. Heapny has been elected vice- 
president of the First National Bank—Detroit. 
In his banking career Mr. Heaphy has spe- 
cialized in the supervision of branches, hav- 
ing performed this function with the Peoples 
State Bank, the Peoples Wayne County Bank 
and First Wayne National Bank—Detroit. 
The branch service of the First National Bank 
—Detroit—150 offices—is greater than any 
other bank in the United States operating in 
one city. Other changes in the same bank 
are JOHN W. SCHMITT from assistant 
cashier to assistant vice-president; FRED T. 
COUGHLIN from assistant cashier to assist- 
ant vice-president, and FRED C. HERBST 
from assistant bond officer to assistant cashier. 
D. MAITLAND IRWIN has been appointed 
assistant cashier. 

STOCKHOLDERS of the Northwest Bancorpora- 
tion at a recent meeting approved a plan by 
which good will has been eliminated and the 
corporation's investments in capital stock of 
banks and investment companies now are 
carried on a net tangible asset basis. Net 
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operating earnings for the year are estimated 
at $4,500,000 before charge-offs, which com- 
pares with $5,700,000 for the year 1931. 
The number of shares authorized has been 
reduced from six million to two million and 
$50 par value changed to stock without par 
value. 


HERBERT D. Ivey, president of the Citizens 
National Trust and Savings Bank of Los 
Angeles, has announced the creation of a 
three million dollar contingent reserve “thus 
applying a portion of the large surplus which 
has been built up over a long period of years 
to the purpose for which it was intended, 
namely protection against losses that might 
be expected to accompany a time of retarded 
business.” 


“Only $3 for 
all this?” 


You’ll be surprised, too, when you 
see how much luxury and conve- 
nience you can enjoy at the Hotel 
Lexington for as little as $3 a day. 

And here’s another fact that'll make 
your expense account beam with 
gtatitude—it costs only $1 aday more 
for two persons at the Lexington. 
A room which is $3 for one, for in- 
stance, is only $4 for two persons. 


HOTEL 
LEXINGTON 


Grand Central Zone,LexingtonAve.at 48th St 
NEW YORK CITY 
CHARLES E. ROCHESTER, Gen’l Manager 
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COMING BANKERS’ CON- 
VENTIONS 


AMERICAN BANKERS ASSOCIATION. Execu- 
tive manager, Fred N. Shepherd, 22 East 40th 
street, New York City. No date. 


AMERICAN BANKERS ASSOCIATION. Execu- 
tive council meeting. Augusta, Ga. April 
10-12, 1933. 


AMERICAN INSTITUTE OF BANKING, Chi- 
cago, June 12-16, 1933. 


CALIFORNIA BANKERS ASSOCIATION, Pasa- 
dena, 1933. Secretary, Andrew Miller, 632 
Mills Building, San Francisco. No date. 


EASTERN REGIONAL SAVINGS CONFERENCE, 
New York City, January 26-27, 1933, under 
auspices of the A. B. A. 


ILLINOIS BANKERS ASSOCIATION, Chicago, 
June 5-6, 1933. 


IowA BANKERS ASSOCIATION, June 19-21, 
1933. Secretary, Frank Warner, 430 Liberty 
Building, Des Moines. 


Kansas BANKERS ASSOCIATION, Salina, 
1933. Executive vice-president, W. W. Bow- 
man, Topeka. No date. 


Mip-WINTER TRUST CONFERENCE, New 
York City, February 14-16, 1933, annual 
meeting, under auspices of the A. B. A. 


Missour!t BANKERS ASSOCIATION, May 16- 
17, 1933. Secretary, W. F. Keyser, Sedalia. 


MortcGacE BANKERS ASSOCIATION. Secre- 
tary, Walter B. Kester, 111 West Washing- 
ton street, Chicago. No date. 


NATIONAL ASSOCIATION OF CREDIT MEN, 
Milwaukee, June 19-24, 1933. 


NATIONAL FOREIGN TRADE CONVENTION, 
Pittsburgh, April 26-28, 1933. 


New York STATE BANKERS ASSOCIATION. 
Mid-winter meeting. New York City, Jan- 
uary 20, 1933. 


OKLAHOMA BANKERS ASSOCIATION, Okla- 
homa City, May 23-24, 1933. Secretary, 
Eugene P. Gum, 907 Colcord Building, Okla- 
homa City. 


RESERVE City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe street, Chicago... No date. 


SoutH DaKoTaA BANKERS ASSOCIATION, 
Mitchell, $. D., June 1-2, 1933. 


WIsCONSIN BANKERS ASSOCIATION, Green 
Lake, Wis., June 20-22, 1933. 


WASHINGTON AND OREGON 
Trust OrFicers, Spokane, 
13, 1933. 


BANK AND 
Wash., May 
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WaLtTerR G. WIGAND has been appointed 
assistant manager of the foreign department 
of the Commercial National Bank and Trust 
Company, New York. 


James A. STEMHOUSE has been elected vice- 
president of the Bowery Savings Bank, New 
York. He was formerly the bank’s mortgage 
officer. The following new officers were ap- 
pointed: FRED C. SMITH, mortgage of- 
ficer; GEORGE H. WOODIN, deputy mort- 
gage oficer; HARRY HELD, deputy mort- 
gage officer; PAUL B. CLERKE, assistant 
treasurer; HARRY C. BURGESS, deputy 
comptroller. 


LEONARD REAUME has been appointed vice- 
president and A. A. CHAPP assistant treas- 
urer of the Detroit Trust Company. Mr. 
Reaume is in charge of real estate and Mr. 
Chapp specializes in personnel. 


Tue Bank of America (California) reports 
net earnings of $4,329,000 for the six months 
ending December 31, 1932, and an increase 
of $90,354,000 in deposits since March 12, 
1932. A total of $6,016,000, after deduc- 
tions for depreciation, has been added to 
undivided profits, bringing the total to $10,- 
588,000. With the addition of this amount 
surplus and undivided profits now total $52,- 
338,000, exclusive of and in addition to $8,- 
127,000 still remaining in the reserve for 
losses, contingencies, etc. Bills payable, etc., 
have been reduced to $11,875,000, a reduc- 
tion of more than $134,000,000 since March 
12, 1932. Total deposits of the bank are 
now $749,658,000. More than 217,000 new 
depositors have opened accounts during the 
year. Holdings of United States Government 
securities have been increased during the 
period by $12,538,000 to $176,903,000. 


Bank Buildings 


If you are considering modernizing 

your present quarters or contemplat- 
ing new offices, we believe it will pay 
you to let us solve your problems. Years 
of experience in designing bank build- 
ings qualify us to perform these services 
for you perfectly and economically. 


Booklet sent upon request 


CHAS. A. HOLMES 


Successor to 


HOLMES & WINSLOW 
Established 20 Years 


153 E. 38th Street - New York 
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LOW RATES 


You can always find 
comfortable rooms 
hospitable service 
and excellent inex- 
pensive cuisine.... 


FROM FOUR DOLLARS 
A DAY 


MARK HOPKINS 


THE FAIRMONT 
HOTELS 


OVERLOOKING SAN FRANCISCO 


four minutes from 
Shops and Theatres: 
Garage in building 











A MERGER of the Harlem Savings Bank and 
the Commonwealth Savings Bank, New York, 
hecame effective December 31. With re- 
sources of $108,000,000 the enlarged bank 
will be one of the twenty largest mutual sav- 
ings banks in the United States. The new 
institution will retain the name Harlem Sav- 
ings Bank. Deposits are $92,000,000 and 
surplus $16,000,000. There are 104,000 
depositors. 


TorAL resources of the Chase National Bank, 
New York, as of December 31, amounted to 


$1,856,290,000, as compared with $1,855,- 
617,000 on September 30. Cash in the bank's 
vaults and on deposit with the Federal Re- 
serve Bank and other banks was $391,- 
297,000 as compared with $377,211,000. In- 
vestments in United States Government se- 
curities were $214,996,000 as compared with 
$249,899,000. Securities maturing within 
two years were $116,305,000 as compared 
with $120,394,000. Other bonds and securi- 
ties, including stock in the Federal Reserve 
Bank, amounted to $115,400,000 as compared 
with $90,371,000. Loans and discounts were 
$887,187,000 as compared with $860,924,000. 
Capital was unchanged at $148,000,000 and 
also surplus at $100,000,000. Undivided 
profits were $11,131,000 as compared with 
$18,335,000. Reserve for taxes, interest, 
contingencies, etc., was $15,937,000 as com- 
pared with $14,541,000. Deposits were $1,- 
466,039,000 as compared with $1,420,- 
221,000. 


THE Chattanooga National Bank of Chatta- 
nooga, Tenn., opened for business on January 
2 with a capital of $3,000,000. The new 
bank takes over the deposits of the First Na- 
tional Bank and all of the strictly banking 
functions of the older institution, the latter 
conducting its real estate loan and investment 
business in its former branch quarters in the 
Volunteer Building. W. E. BROCK will be 
president. The reorganization was made with 
the full approval of the comptroller of the 
currency and has been well received by the 
community. 


Directors of the Wisconsin Bankshares 
Corporation have voted a dividend of two 
cents a share on the present ten dollar par 
value common stock covering the six-month 
period since June 30. This is equivalent to 
a six months’ dividend of ten cents per share 
on the new no par common presently to be 
exchanged in a one for five ratio in .accord- 
ance with recent action for a reduction of 
capital. 


Tora. resources of the City National Bank 
and Trust Company, Chicago, as shown in 
the statement for December 31, were $85,- 
703,909.15. Deposits were $80,442,000 as 
compared with $73,364,000 on October 6 
when the bank first opened for business. 
Cash and due from banks was $63,118,- 
487.42: U. S. Government securities, $6, 
383,897.02; loans and discounts, $14,475,- 
505.24. 


THE annual statement of The Canadian Bank 
of Commerce for the year ended November 
30 shows that the bank has continued to 
maintain a position of great strength. An 
outstanding feature is the large proportion of 
cash and cash items, which, including gold 
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and specie of $25,521,000, amount to $104,- 
531,000, or 19.4 per cent. of liabilities to 
the public. Total liquid assets amount to 
$314,047,685 and are more than 58 per cent. 
of the total liabilities to the public, an im- 
provement on the already strong position 
shown in last year’s statement. 

Security holdings have risen from $130,- 
388,000 to $138,458,000. Call and short 
loans in Canada have declined $9,486,203 
to $31,195,965, and those elsewhere $5,772,- 
744 to $38,612,440. Other assets include 
current loans in Canada amounting to $231,- 
077,598, a decline of $21,642,553, and cur- 
rent loans elsewhere than in Canada, which 
declined from $20,244,793 to $15,836,308; 
little change is evident in non-current loans, 
bank premises and other real estate, mortgages 
and shares in and loans to controlled compa- 
nies. Total assets are slightly in excess of 
$600,000,000. 

Total deposits show a decline of less than 
7 per cent. in spite of large bond issues by 
the provincial, federal and municipal govern- 
ments, and stand at $489,45'7,000, non-inter- 
est-bearing or commercial deposits showing 
the greatest decrease, interest-bearing being 
slightly higher and bank deposits about 26 
per cent. less than on November 30, 1931. 
The decline in business activity is apparent 
in the drop in note circulation, one of nearly 
15 per cent. Letters of credit outstanding 
are, on the other hand, practically the same 
as last year. ‘Total liabilities to the public 
stand at 539 millions as against 579 millions 
last year, a decline of 7 per cent. 

Profits for the year totalled $4,279,424, 
as compared with $4,774,923 in 1931. The 
decrease in dividends, common to all the 
banks, is reflected in disbursements under this 
heading of $3,300,000 as against $3,600,000. 
Donations and subscriptions were $40,000, 
taxes absorbed $550,000, the transfer to 
pension fund remained practically the same 
at $255,607, while $150,000 was written off 
bank premises and a balance of $519,500 was 
carried forward to next year. 


WittiaAM E. Purpy, vice-president of the 
Chase National Bank, New York, is retiring 
to private life after an association of forty- 
two years with that bank. Mr. Purdy is 
well known to bankers in all parts of the 
country through his interest in various asso- 
ciation activities. He was one of the char- 
ter members of the New York chapter of the 
American Institute of Banking and of the 
Association of Reserve City Bankers. He also 
served as a member of the executive council 
of the American Bankers Association. 


Horace K. Corsin, vice-president of the 
Fidelity Union Trust Company, Newark, 
N. J., has been elected a director of the 
\merican Insurance Company of Newark. 
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Mr. Corbin has been prominent in New Jer- 
sey financial circles for many years. He 
came with the Fidelity Union Trust Company 
in 1929 as assistant to the president, the 
late UZAL H. McCARTER and was made 
vice-president in 1931. He is a director of 
the Fidelity Union Trust Company and also 
of the Joseph Dixon Crucible Company, 
Weston Electric Instrument Company, New- 
ark Chamber of Commerce, Wallace & Tier- 
nan, Motor Finance Corporation. 


Rosser J. SmirH has been promoted from 
assistant cashier to assistant vice-president of 


the Bank of the Manhattan Company, New 
York. 


FREDERIC J. FULLER, formerly vice-president 
of the Central Hanover Bank and Trust Com- 
pany, New York, has been elected president 
of the New York Title and Mortgage Com- 
pany, succeeding GEORGE T. MORTIMER 
who has resigned but remains as a director 
and a member of the executive committee. 
In accordance with a plan recently adopted 
the Manhattan Company is distributing to 
its shareholders its ownership of 984 per 
cent. of the stock of New York Title and 
Mortgage and the latter company will again 
function as an independent organization. 


WiLuiAM L. DeBost, president and trustee 
of the Union Dime Savings Bank in New 
York, has been elected a director of the 
Bankers Trust Company. He is also a direc- 
tor of Cruikshank & Co., Metropolitan Life 
Insurance Company, Bond and Mortgage 
Guarantee Company, City of New York In- 
surance Company, National Liberty Insur- 
ance Company, Baltimore American Insurance 
Company, Commercial Pacific Cable Com- 
pany, Peoples National Insurance Company, 
New York Telephone Company, Home Insur- 
ance Company and Interzone Corporation. 


THE so-called Gary stock in the Commerce 
Trust Company of Kansas City, Mo., a block 
of 11,608 shares that has been the largest 
group holding in the bank, has been bought 
by W. S. McLucas, chairman, and JAMES 
M. KEMPER, president, and their associates. 
This definitely rivets control of Kansas City’s 
biggest bank in the hands of the present 
successful management. 


A PROPOSAL has been made to change the 
capital structure of the Wisconsin Bankshares 
Corporation, reducing the authorized capital 
stock from 10,000,000 shares of a par value 
of $10 each to 2,000,000 shares of no par 
value, but with a stated capital for the cor- 
poration of $20,000,000. 

“This change is proposed,” said Walter 
Kasten, president, “so that the corporation's 
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investments in its affliated banks and other 
companies may be carried on the books on a 
net tangible asset basis. Formerly these in- 
vestments were carried on the basis of the 
amount paid for these stocks, which included 
the value of long years of business in their 
respective communities. The value of this 
good will as an intangible asset is now being 
eliminated from the company’s asset accounts. 

“The change will also permit the setting 
up of a surplus account of $7,905,631.52, a 
reserve for losses of $1,750,000 and a reserve 
for contingencies of $1,000,000. 

“The directors feel that this restatement of 
the values in the corporation’s balance sheet 
is in line with the conservative policy it has 
followed since its incorporation, and is in ac- 
cordance with the best accounting practice.” 


THE statement of condition of the Guaranty 
Trust Company of New York as of Decem- 
ber 31, 1932, shows deposits, including out- 
standing checks, totaling $1,038,778,217.54, 
which compares with $1,002,027,142.61 at 
the time of its last published statement Sep- 
tember 30, 1932. The company’s capital, 
surplus and undivided profits total $271,233,- 
494.33, consisting of $90,000,000 capital, 
$170,000,000 surplus and $11,233,494.33 un- 
divided profits. The latter figure shows an 
increase of $403,260.89 over the figure pub- 
lished at September 30, 1932, and $737,- 
761.42 over the figure published at June 30, 
1932, but $13,725,544.16 less than the figure 
published December 31, 1931, due to the 
amount appropriated by the board of direc- 
tors out of undivided profits, as announced 
June 1, 1932, for the purpose of strengthen- 
ing the reserves of the company. The com- 
pany’s total resources are $1,410,786,974.22. 
Its cash on hand, in Federal Reserve Bank, 
due from banks and bankers, and its owner- 
ship of U. S. Government obligations totals 
$724,962,884.58. 


ELiot WADSWORTH, vice-president and trus- 
tee of the Franklin Savings Bank of Boston 
and a director of the firm of Stone & Web- 
ster, has been elected a member of the board 
of directors of the John Hancock Mutual 
Life Insurance Company of Boston to suc- 


ceed the late ROBERT K. EATON. 


Facep with a huge surplus of unemployed 
funds, officials of leading banks and trust 
companies in New York are turning to mort- 
gages on local real estate as a lucrative outlet 
for the money entrusted to them as deposi- 
tories and trustees. A small group of bank- 
ers is endeavoring to encourage this move- 
ment on the theory that real estate values 
form the basis of the financial system and 
that the present paralysis in the real estate 
and mortgage fields must be cured if gen- 
eral business recovery is to be started. 
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